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(Preserve this issue for future reference. 
An index of reports in this and all previous 
issues of this volume will be found at the end 
of this issue.) 
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THE PRINTERS’ STRIKE SETTLED 


The printers’ strike has been settled, and our 
printers are rapidly completing our annual Life 
volume, “Best’s Life Insurance Reports.” 

It is expected that we will be able to make deliv- 


eries on or about July 25th. 
We appreciate the patience of our subscribers. 





~NEW YORK, JULY 1, 1921 








EDITORIAL SECTION | 





JOINT LEGISLATIVE COMMITTEE ON 
HOUSING 
(Lockwood Committee) 
and 


LIFE INSURANCE COMPANIES 


According to press reports received by us, the 
only life insurance companies that have been spec- 
ifically mentioned in connection with the public 
hearings of this Committee, are: 

Manhattan Life - - - - 
Metropolitan Life - - - - 


Mutual Life - - - - - New York 
Prudential - - - - - - New Jersey 


The Manhattan Life was mentioned only inciden- 
tally in connection with mortgage loan investments. 
The Metropolitan Life has been referred to several 
times by the Committee’s counsel, Samuel Unter- 
meyer, in the examination of witnesses, as having’ 
adopted a most liberal policy as to the making of 
loans secured by bond and mortgage on real estate. 

The first life insurance company to be investt- 
gated was the Prudential Life Insurance Company 
of America, Newark, N. J., the principal witness be- 
ing Forrest F. Dryden, president of the company. 
Mr. Dryden testified parts of three days, June 7th, 
Sth, and 22nd. On the last date, because of Mr. Dry- 
den’s refusal (on advice of counsel) to answer cer- 
tain questions, he was declared by the acting chair- 
man of the Committee to be in contempt. As sup- 
plemental to the Committee’s investigation a hear- 
ing on certain phases of the company’s business was 
held by the Superintendent of Insurance of New 
York, at his New York office, on June 21. 

The matters brought out in the examination 
of Mr. Dryden by Mr. Untermyer that have an 
important bearing on the business of life insurance 
may be classified thus: 

(Continued on next page) 
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JOINT LEGISLATIVE COMMITTEE ON 
HOUSING—Continued 


Deposits in banks or trust companies with which 
officers or directors are closely affiliated. 


Investments of company’s funds in stocks. 

Mutualization plan of the company. 

Relative scarcity of funds for mortgage loans. 

It appears to us to be unwise to attempt briefing 

the testimony on the above or collateral points be- 
cause the case will not be closed until the report of 
the Committee on Housing shall have been made to 
the Legislature, even though it were possible, com- 
prehensively, to reproduce such testimony. 


The press accounts of this company’s investiga- 
tion do not convey a comprehensive report of the 
proceedings, and the case should not be pre-judged. 


Headlines and catchy paragraphs do not furnish 
the proper foundation upon which an opinion should 
be based. 

We regret that Mr. Dryden considered it neces- 
sary to hesitate to answer questions, even though 
his counsel considered them outside of the Com- 
mittee’s jurisdiction, for the reason that such refusal 
has a tendency to raise a doubt as to the affairs of 
the company. In this connection we call attention 
to a statement issued by the Prudential, appearing 
on page — of this issue. 

There can be no question as to the wisdom of the 
mutualization of the company, even though it has 
not as yet been fully consumated. It should be 
constantly kept in mind that Austin Colgate, as 
trustee for the policyholders, holds $1,889,737.50 par 
value of the capital stock ($2,000,000) of the com- 
‘ pany, and that said stock can always be voted, in 
the interests of policyholders. 


We believe the restrictions applying to the offi- 
cers, directors or trustees of life insurance compa- 
nies imposed by the statutes of New York on such 
companies organized under the laws of said State, 
as well as the restrictions regarding investments, 
should apply equally to alllife companies. 

The one other investigation of a life company was 
that of the Mutual Life of New York, the witness 
being President Charles A. Peabody, who testified 
parts of two days—June 23 and 24. The feature 
of this investigation was the company’s stock hold- 
ings (the time for the disposal of which had been 
officially extended from time to time), and its rela- 
tively low percentage of mortgage loan investments 
to assets as compared with the record established by 
the Metropolitan Life. 

We would repeat here that the management under 
President Peabody should not be pre-judged prior to 
the presentment of the entire case. 





a, 





The Committee will undoubtedly present cop. 
structive recommendations to the Legislature, anq 
the Legislature will undoubtedly grant hearings to 
the companies, before enacting laws based on such 
recommendations. 

It is not good policy, according to our reasoning, 
to fix by legislative statute the proportion of funds 
that shall be invested in any particular class of se. 
curities. It is only necessary to call attention to the 
effect of the Robertson Insurance Law in Texas to 
cause one to hesitate before assenting to and approy. 
ing a mandate requiring the investment of a definite 
sum or a relative proportion of assets or income to 
business done in any particular state. 

We would repeat what we said in our June issue: 


“The management of the companies that reflect 
more perfectly the ideal, realize that life insurance 
stands in a class by itself, and that the paramount 
requisite is business honor far above a strict com- 
pliance in a legal sense with the statutes governing 
life insurance practices 

“Life Insurance and Service to Policyholders are 
now almost synonymous terms.” 





ACTUARIAL SOCIETY OF AMERICA 
NOTICE OF FALL MEETING 


The Society announces: “The Fall meeting of the Actv- 
arial Society of America will be held in Cincinnati on Thurs- 
day and Friday, October 27 and 28, the Society being the 
guest of the Union Central Life Insurance Company 

“It is announced that because of the printers’ strike, the 
May number of the Transactions may be delayed.” 





IOWA COMMISSIONER OF INSURANCE 
RULES ON NAME OF COMPANY 


Commissioner Savage, under date of June 9, 1921, issued 
ruling, No. 35, reading as follows: 


“Foreign Life Insurance Companies will not be 
licensed to transact the business of insurance in the 
State of lowa if the name of any such foreign com- 
pany is so similar to the name of an insurance com- 
pany of the same character already licensed to 
transact business in this state as to be likely to mis- 
lead the public or to cause inconvenience.” 


This action on the part of Commissioner Savage is well? 


worthy of emulation by other Insurance Departments. 





MORTALITY STATISTICS 
1919 
TWENTIETH ANNUAL REPORT 


This volume, published by the Department of Commerce, 
Bureau of the Census, the text of which is dated January 29, 
1921, contains much valuable information. 

The following brief extracts will be of interest to those 
who appreciate the importance of the papers on “Life Insur 
ance Without Medical Examination,” read at the last annual 


meeting of the Actuarial Society of America, held at the§ 


Hotel Astor, New York, May 19 and 20, 1921. 


These papers, prepared by Arthur Hunter, Chief Actuary§ “ 


of the New York Life, and D. E. Kilgour, Actuary of the 
North American Life Assurance Company of Canada, were 
briefly referred to in last month's issue. 


Extracts Mortality Rates. 
Death and Crude Death Rates. 


“The total number of deaths returned from the registration 
area of the United States, exclusive of Hawaii, for the cal- 
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endar year 1919, is 1,096,436, which includes 1,090,749 deaths 
of civilians and 5,687 deaths of soldiers, sailors, and marines, 
as reported to the Census Bureau by the state and municipal 
registration offices. The death rate is 12.9 per 1,000 popu- 
lation, based on an estimated midyear population of 85,147,- 
922, or 81.1 per cent of the total estimated population of the 
United States. This rate is lower than that for any year 
since the publication of the annual reports beginning in 1900. 


Growth of the Registration Area: 1880 to 1919. 


Thé first mortality statistics published by the Federal Gov- 
ernment related to 1850, and were based on data collected at 
the decennial census of that year, and covered the entire 
United States. The decennial collection of vital statistics 
by census enumerators was continued through 1900, but for 
the census year i880 there was established a registration 
area from which transcripts of deaths were received in addi- 
tion to enumerators’ returns. So also for the census years 
1890 and 1900 transcripts of death certificates were received 
from the states and cities included in the registration area. 

The annual collection of mortality statistics for that part 
of the United States known as the registration area began 
with the calendar year 1900. 


Extent of the Registration Area in 1919 

The registration area in 1919 includes 33 states, the Dis- 
trict of Columbia, and 18 cities in non-registration states. 
These states and cities were added to the area on the basis 
of approximately complete registration of deaths (at least 
9) per cent of all deaths) and when the data at hand showed 
that the deaths were recorded properly under state law, or, 
for cities, under municipal ordinances. 


Death Rates of the Registration States 


Death rates of the registration states for 1919, the preced- 
ing eight years, and five-year period 1906 to 1910 are shown 
in the following table: 


DEATH RATE FROM ALL CAUSES (1) PER 1,000 POPULATION. 


An’lav. 
1906 to 
STATE 1919 1918 1917 1916 1915 1914 1913 1912 1911 1910 
Registration States(2) 12.8 18.0 14.1 13.9 13.3 13.5 13.9 13.6 13.9 15.0 
Tn. speteasweode 13.7 17.7 13.3 13.1 13.3 13.3 14.2 140 13.6 139 
CSET SE a 12.9 19.3 11.9 11.2 12.1 11.8 12.1 12.0 13.2 143 
Connecticut ...cccceccs 13.3 20.4 15.9 15.8 14.5 14.8 14.7 14.7 15.3 15.6 
Delaware ...sseseseees 5.5 (3) @ @ @® @® @® @® @® GC) 
Florida .....sesceseees 124 (3) @ @ @ @G @® @®& @® ©) 
tt sanestheneeethat 12.0 163 (3) G@ GG @ @® @® @® GC) 
Dn sdeccewessouses 12.7 160 13.8 13.4 12.5 128 13.2 130 12.9 130 
PIES Pe ee 10.8 15.1 11.9 11.5 10.5 10.1 (3) (@ (3) (8) 
i? veseeusesece 12.8 17.2 13.8 12.7 12.3 12.9 13.1 12.9 13.2 (3) 
DD * dsecnagaued 12.9 185 (3) @ @ @ @®& @® @®~ @&) 
fs eee ee 14.6 19.2 154 16.0 15.9 15.8 15.4 15.6 16.1 16.2 
DD? - vsacecensess 15.3 23.6 16.7 16.1 15.5 15.6 16.0 15.4 15.7 16.0 
Massachusetts ....... 13.6 20.9 15.2 15.3 146 148 15.1 15.0 15.5 16.1 
PM) \chedcceeceods 12.6 15.4 13.7 13.7 12.4 12.5 13.2 12.9 13.0 13.6 
DE,  neacustontes 10.5 134 10.4 10.7 102 10.6 10.5 9.5 10.4 (4) 
Mississippi ........... 27 3 @ @ © @® @® @® @© @®) 
dene adttsedbae 11.8 15.9 13.5 13.1 12.2 12.4 12.5 12.7 13.1 (3) 
| SSS ane 10.7 17.6 13.1 11.9 10.8 10.8 116 98 10.1 (4) 
New Hampshire ..... 14.7 21.8 17.0 16.3 16.2 164 17.2 16.5 17.1 17.2 
New Jersey .......... 13.1 20.6 146 15.1 13.9 14.2 144 14.1 14.8 15.4 
Gh 13.9 19.0 15.3 15.3 15.0 15.1 15.3 15.2 15.7 16.4 
North Carolina ...... 12.2 17.3 13.8 12.9 17.1 18.8 16.5 17.1 18.2 
. (5) (S) (©) (©) (6) (4) 
? ad¢teahlcnesntinece 12.7 168 14.0 13.8 12.5 12.5 13.4 13.1 13.0 (4) 
Oe eae 11.4 128 (3) @ @ @G @ @®& ®& GC) 
Pennsylvania .......- 13.4 22.1 15.2 149 140 14.1 14.7 14.1 143 15.5 
Rhode Island ........ 14.2 20.9 163 16.3 15.5 153 154 15.5 15.8 16.7 
South Carolina ...... 13.8 19.5 14.5 13.9 (3) (@ @ @ @® @&) 
PE | Lciiccoveses 12.2 16.1 134 (3) @) @ @ @® @ &) 
in . -sngodmaenecedeses 11.0 14.3 10.8 10.7 10.1 10.3 N22 10.0 103 (4) 
DL. ° Qddebinheenas 14.4 19.4 15.5 16.1 15.0 15.3 16.0 15.3 15.9 16.1 
i appecceeedeues 13.7 19.5 14.1 14.5 140 13.9 13.8 (3) (3) (8) 
Washington .......... 10.7 133 94 92 95 93 94 86 93 (4) 
o_o 10.7 13.6 114 11.7 10.7 11.0 114 112 114 (4) 


NOTE:—For the years 1911 to 1919 the populations used in computing 
the rates are estimated by the arithmetical method, based on the 1910 
and 1920 census. All death rates are based on the total deaths, includ- 
ing deaths of non-residents, deaths in hospitals and institutions, and 
deaths of soldiers, sailors, and marines; those for 1918 also include the 
“additional deaths” given in the 1918 report. 

(1) Exclusive of stillbirths. (2) Including the District of Columbia. 
(3) Not added to registration area until a later date. (4) Figures for 
deaths not available for the entire period. (5) Includes only munici- 
palities having a population of 1,000 or more in 1910. (6) Includes only 
municipalities having a population of 1,000 or more in 1900. 


The rate (12.8) in 1919 for the registration states as a whole is 5.2 
lower than the 1918 rate (18). he 30 states which are comparable 
for he two years show decreases from 1918. The states having the 
highest rates in 1919 are Delaware (15.5), Maryland (15.3), New Homop- 
shire (14.7), Maine (14.6), Vermont (14.4), and Rhode Island (14.2). 





Those having the lowest rates are Minnesota (10.5), Montana, Washing- 
ton, and Wisconsin (each 10.7), and Kansas (10.8). 


It should be remembered that the rates given are crude rates and 
that no allowance is made for differences in sex, age, and race distribu- 
tion of the population nor for deaths of non-residents, so that infer- 
ences as to the relative healthfulness of the states should not be drawn 
from these figures alone. 


Death Rates of Large Cities 


The following table shows for the years 1911 to 1919, in- 
clusive, and for the five-year period 1906 to 1910, death rates 
for cities which in 1910 had 100,000 or more population: 


DEATH RATE FROM ALL CAUSES (1) PER 1,000 teadictay =! 5 
n’l Av. 


1 to 

CITY 1919 1918 1917 1916 1915 1914 1913 1912 1911 1910 
Birmingham, Ala. ..« 16.7 25.3 23.0 15.7 17.2 19.0 18.6 18.2 17.9 (2) 
Los Angeles, Cal..... 13.6 17.4 13.1 12.7 12.6 13.1 15.2 14.7 144 148 
Oakland, Cal. ........ 12.5 15.6 11.0 10.9 11.7 11.9 12.8 13.0 12.5 15.4 
San Francisco, Cal... 15.9 20.3 14.8 15.0 15.6 15.2 15.7 15.5 15.2 16.1 
Denver, Colo. .....++. 14.7 20.9 13.1 12.5 14.2 14.0 14.3 14.7 15.7 17.5 
Bridgeport, Conn. - 14.0 21.8 17.1 18.3 14.7 144 144 13.6 13.7 15.5 
New Haven, Conn.... 13.0 21.2 16.8 16.7 15.5 15.9 15.7 16.4 16.6 17.3 
Washington, D. C.... 14.7 22.7 163 16.3 16.8 15.5 164 17.6 18.3 19.6 
Atlanta, Ga. ........ « 15.8 19.1 16.8 15.8 15.5 16.9 17.7 18.2 19.8 19.4 
Cesena. TE ecvcecece 12.5 17.0 148 144 142 14.1 15.0 148 145 149 
a Ind. .... 13.4 17.5 15.6 15.1 143 15.5 15.4 148 14.6 15.2 
Louisville, Ky. ....... 17.3 268 17.0 15.4 15.3 168 16.5 16.6 16.2 17.4 
New Orleans, La..... 18.9 26.0 20.1 18.5 21.2 20.6 20.0 20.2 20.4 21.7 
Baltimore, Md. ...... 15.7 24.6 17.7 17.0 16.2 17.3 17.9 17.8 18.2 19.5 
Boston, Mass. ....... 15.7 23.6 174 17.6 16.7 166 168 166 17.3 17.9 
Cambridge, Mass. ... 13.4 21.1 148 14.2 13.6 13.6 13.8 13.3 15.3 15.1 
Fall River, Mass..... 14.4 23.8 17.6 18.1 168 18.1 17.8 16.6 17.9 19.7 
Lowell, Mass. ....... 15.2 22.2 17.5 17.7 16.6 16.2 16.2 17.6 18.0 19.4 
Worcester, Mass. .... 14.8 21.6 163 17.3 15.0 15.5 16.1 16.1 15.7 17.1 
Detroit, Mich. ...... ~ 11.7 14.1 13.6 13.9 11.9 12.3 143 134 13.5 148 
Grand Rapids, Mich.. 11.5 14.1 13.2 12.3 12.6 13.0 13.3 13.1 13.7 13.3 
Minneapolis, Minn. .. 11.7 14.7 123 12.8 11.8 12.3 118 10.6 11.5 11.0 
St. Paul, Blivc cose 11.9 16.0 11.9 12.2 11.5 12.0 11.6 10.5 11.0 11.0 
Kansas City, Mo..... 15.3 21.3 164 145 14.7 140 148 15.2 15.4 14.6 
St. Louis, Mo........ 13.3 18.1 15.4 15.2 14.0 15.3 15.0 15.1 15.4 15.6 
Cena, _ BUGDs_ ocecccce 12.8 17.5 12.7 13.7 11.7 13.2 13.4 12.9 14.1 13.8 
Jersey City, N. J.... 14.7 20.8 15.6 15.6 15.3 144 15.1 14.4 16.1 17.7 
Newark, N. J........ 12.9 20.2 15.0 15.8 13.7 15.0 148 146 15.2 17.2 
Paterson, N. J......-. 13.3 20.1 148 15.2 13.7 13.9 13.8 14.2 149 15.7 
Albany, N. Y..ccccoes 16.4 23.0 18.5 18.7 19.5 18.9 19.5 19.9 20.3 18.6 
Buffalo, N. Y......... 14.9 20.6 15.8 15.8 14.6 15.3 15.6 148 14.5 16.0 
New York, N. Y..... 13.3 17.9 14.6 14.7 146 146 14.7 148 15.5 169 
Bronx Borough (3). 11.5 16.0 12.9 12.4 12.8 12.7 13.2 12.8 13.3 17.4 
Brooklyn Bor. (3).. 12.9 17.6 14.0 144 14.1 14.0 14.1 144 15.0 16.3 
Manhattan Bor. (3) 144 18.8 15.6 15.6 15.7 15.7 15.7 15.7 16.4 17.4 
Queens Bor. (3).... 11.6 16.0 13.4 14.1 12.9 13.5 13.1 12.9 13.6 149 
Richmond Bor. (3).. 16.0 23.2 16.3 16.3 149 15.4 16.2 16.3 16.6 18.6 
Rochester, Weeeees 12.5 17.5 15.1 14.1 13.7 14.2 145 145 14.5 14.7 
Syracuse, N. Y....... 12.9 20.8 15.0 148 12.9 14.5 15.5 15.0 14.3 15.2 
Cincinnati, Ohio ..... 15.9 21.6 17.2 17.0 16.1 164 17.22 168 16.6 18.1 
Cleveland, Ohio ..... 12.6 17.2 14.7 14.0 12.8 12.3 13.7 133 13.6 14.1 
Columbus, Ohio ...... 14.1 18.6 15.2 15.4 13.9 146 15.2 14.3 14.2 15.1 
Dayton, Ohio ........ 11.6 17.2 143 13.8 12.5 12.8 15.1 145 134 15.5 
Toledo, Ohio ........-. 13.4 174 15.9 164 14.1 144 15.3 15.2 14.6 149 
Portland, Ore. ....... 13.1 15.0 9.7 97 98 104 10.6 10.2 11.2 103 
Philadelphia, Pa. . 14.3 24.1 169 16.1 15.5 160 15.6 15.2 16.6 17.7 
Pittsburgh, Pa. ...... 16.1 26.9 18.6 17.7 15.5 15.9 17.3 16.0 15.0 om 
Scranton, Pa. .....0.. 13.8 22.7 16.6 15.7 15.8 16.7 15.5 15.1 15.1 16.3 
Providence, R. I1...... 14.9 22.2 17.1 173 15.8 162 15.9 164 15.9 17.6 
Memphis, Tenn. ..... 21.4 24.6 20.7 (5) 20.4 21.3 21.2 22.0 21.2 20.6 
Nashville, Tenn. ..... 18.5 27.0 16.7 (5) 17.4 186 17.9 194 20.5 19.3 
Richmond, Va. .....-. 15.7 22.8 17.8 19.1 18.3 19.1 20.0 20.3 20.8 22.5 
(6) 

Seattle, Wash. ...... 11.0 13.7 86 85 88 93 94 88 90 98 
Spokane, Wash. ..... 11.4 14.7 11.2 10.1 11.2 11.2 109 98 12.4 12.8 
Milwaukee, Wis. -11.0 14.7 12.5 12.9 11.6 11.9 12.8 13.1 12.1 13.7 


NOTE:—For the years 1911 to 1919 the populations used in computing 
the rates are estimated by the arithmetical method, based on the 1910 
and 1920 censuses. All death rates are based on the total deaths, in- 
cluding deaths of non-residents, deaths in hospitals and institutions, and 
deaths of solditrs, sailors, and marines; those for 1918 also include the 
‘‘additional deaths” given in the 1918 report. 

(1) Exclusive of stillbirths. (2) Figures for deaths not available for 
the entire period. (3) From 1900 to 1910 all deaths were charged to the 
boroughs in which they occurred; beginning with 1911, deaths were dis- 
tributed to boroughs of residence. (4) Includes Allegheny. (5) Trans- 
cripts for deaths not received. (6) Includes Manchester for 1908 and 1909. 

All 50 cities shown in the table have lower rates in 1919 than in 1918, 
Pittsburgh showing the greatest decrease (from 26.9 to 16.1). Im fact, 
26 of these cities show lower rates in 1919 than in any other year of 
the series. The lowest rate in 1919 is for Seattle and Milwaukee (each 
11), and the highest is for Memphis (21.4); but here, again, a word of 
caution is in order against drawing inferences from crude death rates. 


The above mortality statistics also suggests that Fraternal 
Societies must be on an adequate rate basis to survive. 

Fraternal Societies will not be permitted to continue long 
in business on the inadequate rate basis if their death rate is 
far in excess of the average mortality (including infant 
mortality) as reported by the Bureau of the Census. 

The following mortality statistics of a few societies are 
self explanatory: 
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STATISTICS, FRATERNAL SOCIETIES 


1920 1919 1918 

American Benefit Soc., Mass......ccccccscccesscccecs 34.0 36.0 32.0 
American Ins. Union, Ohio...........cccccccccccccccses 14.4 12.6 14.4 
Bohemian Amer. Foresters, IIl..............cseeeeeees 13.2 14.0 dee 
Brotherhood of America, Pa.........cccccccsccsecscces 23.0 16.1 22.0 
Catholic Benevolent Legion, N. Y...........seeeee0e 27.2 28.0 #£35.6 
Catholic Knights of America, Mo............ee.e00- 22.0 220 26.0 
Catholic Knights of Ohio, Ohio...................5.. 17.0 13.9 18.5 
NE ON | eae poe 17.0 16.0 18.0 
Eastern Star Ben. Fd. of Amer., Mich............... 25.0 25.0 22.0 
Fraternal Aid Union, The, Kan..............ccccceces 21.3 2.0 22.6 
yal American Life Ass’n, IIl].............ccccceccces 15.3 15.1 17.1 
2 ep emoeseoustse 19.5 210 240 
NE aa a SN a A a a a 14.4 15.5 16.5 
peetsemes GWetem Ass. Bee. - Gbbes .occcccccccccccccccce 21.1 22.2 27.3 
New England Order of Protection, Mass............. 190 20 23.0 
rn Di) Wi ncecuabonbeéboceseneouce 26.0 23.0 26.0 
der of Mutual Protection, IIl].............s.cceecees 18.4 14.8 17.2 
Nn SS oc oan on ein en pei veauboghetectade 19.2 19.9 24.6 
OS eee Pe 31.0 290 400 
United Order of Foresters, Wis...... al én emitting 14.0 13.0 12.0 
United Order of The Golden Cross, Tenn............ 22.9 23.0 27.0 
United Workmen, Anc. Order of, Conn.............. 34.8 30.6 37.0 
United Workmen, Anc. Order of, Kan..............-. 15.4 16.0 17.2 
United Workmen, Anc. Order of, Mass............... 28.6 25.3 28.6 
United Workmen, Anc. Order of, Minn.............. 16.1 16.4 15.6 
United Workmen, Anc. Order of, Neb................ 17.7 16.0 24.0 
United Workmen, Anc. Order of, N. J...........c000: 27.3 36.7 58.0 
United Workmen, Anc. Order of, Ore.............05. 30.0 49.0 co 
United Workmen, Anc. Order of, S. D............... 21.4 18.4 hee 
United Workmen, Anc. Order of, Tex............005. 24.0 200 220 
United Workmen, Anc. Order of, Wash.............. 19.0 210 160 


Average Amt. Cits 

Death Rate Per 1,000 Members Age in force 
1917 1916 1915 1914 1913 1912 1911 Dec., 1920 Dec., 199 
30.0 280 20.0 14.5 ¥ bee née 49.3 $ 1,194.9 
11.1 10.6 9.9 9.5 9.6 8.7 8.7 42.69 114,837 559 
TT TT oes eee eee eee eee TT 1,959.25) 
6.0 7.9 ~~ sind iid “~ ine 50.25 2,161,0m 
310 2.7 324 273 2062 2.1 oe a 49.66 11,383,7% 
23.0 230 230 230 23.3 ses mee 45.0 19,314,4% 
1223 122 130 02 #107 w — 40.0 9,716.00 
133.8 122 126 100 #4100 7.5 8.9 44.98 29,738,2% 
20.0 165 180 170 43 170 ~ =... 42.0 532.015 
13.7 12.8 11.6 10.3 9.9 8.9 9.2 49.05 9).796,3% 
M7 BS ms BS m5 11.9 45.33 16,721,304 
17.3 184 = 16.1 15.2 17.0 nes = 4,215,249 
13.9 122 10.2 9.1 106 10.1 45.4 349,010,268 
20.7 20.0 Ta’ Re en 16.3 15.6 o06 71,374,5% 
22.0 199 46 135 122 HO 30,226,0% 
18.0 150 130 £117 baa pee 44.0 11,388,7% 
20.4 187 16.4 13.3 14.7 ane adie 45.78 5, 864,99 
21.8 19.7 65 154 150 MA 144 een 220,142,142 
208 rT oe ee - »es see 51.75 2,816.00 
11.7 9.5 9.5 7.7 8.0 8.0 45.0 10.332, 
23.0 220 09 D.l yee bee 49.58 14,259,975 
39.2 311 33.4 ine ae see aa 54.0 4,979, 56 
13.4 13.1 13.0 12.2 12.9 13.1 11.8 45.0 61,241,080 
25.1 220 2.7 190 170 #164 me ee 34,335,500 
15.0 46 150 = 13.1 12.5 11.0 47.0 26,002,987 
oe eee see o« 206 eee 47 82 10,584, 50) 
- pee see oee 52.28 587,303 
bon soe —_ pee — 2,379,9% 
-e8 7T eee 908 52.0 14,001, 
20.4 21.4 21.0 200 es nee pes oes 2,855,091 
1220 150 1280 180 120 M40 15.0 ,399,000 





LATEST INSURANCE DECISIONS DISCUSSED 
By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 





LIFE INSURANCE COMPANY LIABLE AFTER IS- 
SUING CHECK IN PAYMENT OF POLICY 


That a life insurance company could not, after having 
voluntarily issued a check to the beneficiary of a policy, 
without any fraud on the part of the latter, stop payment 
on that check and defend an action on it on the ground 
that the policy had been secured by fraud, has recently 
been decided in the case of American Central Life Ins. Co. 
v. Bott, 130 N. E. Rep. 433. Soon after-the death of the 
plaintiff's insured, the defendant company paid the plaintiff, 
the beneficiary, in a check for the full amount of $1,000. 
The insurance company then stopped payment on the check 
and the plaintiff sued, setting up these facts in the com- 
plaint. The defendant company, in its answer, admitted 
that it drew the check mentioned in the complaint for the 
sum of $1,000; that said check was delivered to the plaintiff 
and deposited by her for collection and that when presented 
for payment at the defendant's bank, defendant refused to 
pay it. 

The answer further alleged as a defense and excuse for 
non-payment of the check that the insured, John Bott, prior 
to the time when he made application for insurance, was 
suffering from certain diseases that he then and for several 
years prior thereto had been receiving a pension from the 
United States Government on account of physical disability, 
which facts were well known to the insured but which were 
unknown to the insurance company until after the execu- 
tion and delivery of the check. It also alleged that the 
insured, for the purpose of deceiving the company and 
inducing it to issue said insurance policy, falsely and 
frauduently stated in the application therefor that he was 
not suffering from any of the named disabilities, had not 
consulted or employed a physician for himself, and had 
never applied for or secured the pension above mentioned, 
which statements, it is alleged, were false and known to be 
false by the insured when made, and were made for the 
purpose of procuring the insurance; that the company on 
learning of the falsity of these statements, immediately 
stopped payment on the check and notified the plaintiff that 
it would not be bound by said policy or said check, and 
offered to pay plaintiff the amount of the premium paid on 


the policy with interest, which sum it paid into Court. 


. 





The Court, on demurrer to the answer, allowed judgment 
in the plaintiff's favor for the full amount on the theory 
that the debt evidenced by the policy had been extinguished 
by the issuance of the check and that the remedy of the 
beneficiary was solely upon the check, and that the defend- 
ant company had no defense thereto. 


An appeal was taken to the Appellate Court of Indiana 
which affirmed the judgment sustaining the demurrer and 
after quoting from the decisions of several states, continued 
7 oar a quoting from Smith v. Glens Falls Ins. Co. @2 


“The policy in this case was against loss by fire. After 
a partial loss it was agreed between the insurer and the 
insured that the latter should surrender the policy to be 
canceled, and that the insurance company should pay 
$1,275 and the unearned premium. The policy was ac- 
cordingly surrendered and canceled. The action was upon 
a special contract and not upon the policy. The court 
affirmed a judgment against the insurance company on 
the ground that there was no finding upon which the al- 
legation of fraud in obtaining the new contract could be 
predicated, saying: 


‘The settlement and contract to pay a specified sum 
operates as a waiver of any warranty in the policy un- 
less the settlement and contract were procured by fraud 
of the assured, and this is not found and scarcely 
claimed. It is said that the company did not ‘know of 
the breach of the warranty at the time of the settle- 
ment. The answer is that when the claim was made for 
loss the company was required to ascertain the facts 
as to any breach of warranty. If they saw fit to pay 
the claim or compromise it, or to make a new con- 
tract without such examination, it must be deemed to 
have waived it, and in the absence of fraud it cannot 
afterwards avail itself of such breach. It cannot urge 
payment or settlement by mistake on account of knowl- 
edge of such breach. The time for investigation as to 
breaches of warranty is when a claim is made for pay- 
ment, and if the company elects to pay the claim, or 
what is equivalent, to adjust it by an independent con- 
tract, it cannot afterward in the absence of fraud retract 
and fall back upon the alleged breach of warranty.’” 
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The Court then said: 


“In the instant case the check issued by appellant to 
appellee was delivered by appellant to appellee and re- 
life insurance policy. 
Therefore no recovery could be had by appellee on the 
policy. Her only remedy when the payment of the check 
was refused was to sue upon the check. The debt evi- 
denced by the policy was extinguished (Northwestern 
Ins. Co. v. Kidder, 162 Ind., 382, 70 N. E. 489, 66 L. R. A,, 


ceived by her in payment of the 


89, 1 Ann. Cas., 509). 


The appellant, having voluntarily issued the check with- 
out any investigation as to the liability on the policy, can- 
not in the absence of fraud on the part of appellee in 
securing such check defend on the ground that the in- 





States. 


sured was guilty of fraud in securing the policy. The 
answer failed to allege any fraud on the part of appellee. 
So far as we are advised from the pleading, she had no 
knowledge of the existence of the policy until the check 
sued upon was received. Appellant did not wait for any 
proof of the death of the insured or any request for pay- 
ment on the part of appellee. 
speedy payment was voluntary and made for purposes best 
known to itself, but not set out in its answer. 

The demurrer was correctly sustained. 

Judgment affirmed.” 
The Courts have not often passed on this question, but 

the above decision correctly states the law in the United 


Its act in making the 








REPORTS UPON COMPANIES AND ASSOCIATIONS 





BOHEMIAN SLAVONIC WORKMEN 
BENEVOLENT UNION, ST.PAUL,MINN. 
Report of Examination Reviewed. 
This fraternal beneficiary society was 
examined by the Insurance Department 
of Minnesota as of December 31, 1920, 
the report being dated January 24, 1921. 
Extracts from Examiner's Comments. 
“Certificates are issued by the Union 
in the amounts of $250, $500, and $1,000. 
“The age limit of admission of mem- 
bers is from 18 to 50 years, but from 
ages 45 to 50 certificates are not issued 
in excess of $500. Members are re- 
quired to pass a satisfactory medical 

examination.” 

The following financial statement 
covers the income and disbursements of 
the Union from January 1, 1920, to De- 
cember 31, 1920, and discloses assets 
and liabilities as of the latter date: 

Financial Statement 

Balance in funds, per statement De- 
cember 31, 1919: 

Income: 


wees SROGEED ccccccccece: $33,885.68 
Disbursements: 
Total disbursements ....... 18,571.92 
Deduct Assets Not Admitted: 
Total admitted assets..... 82,485.94 
Liabilities: 
Total liabilities .......... 1,245.75 


In General. 

“The last session of the Supreme So- 
ciety was held at Racine, Wis., May 27- 
29, 1919, at which time Montgomery, 
Minnesota, was designated as the next 
place of meeting and date named as the 
second Tuesday of June, 1923. 

“At the last meeting of the Supreme 
Society, a new table of assessment rates 
Was adopted, as shown on page 49 of 
the Union’s constitution and by-laws. 

“A comparison of the rates charged 
by the Union prior to 1919, and their 
rates in effect at this time, with the 
National Fraternal Congress rates is 
made in the following: 

Age 21 Age 35 Age 45 


Rates prior to 1919 68 .90 1.20 
Present rates .... .80 1.40 1.96 
N. F. C. rates..... .93 1.45 2.16 


“It will be noticed from the forego- 
ing that the present rates are substan- 
tially higher than the rates formerly 
charged, although they are lower than 
the National Fraternal Congress table. 

“The Union's ratio of expenses to its 
income for the year was 9.3 per cent. 





“An examination of the Union's claim 
files indicates that its claims are 
promptly paid and that due care is 
taken to ascertain the legal rights of 
beneficiaries. 

“Considerable difficulty was expe- 
rienced in an examination of some of 
the Union's records, due to the fact that 
its reports and entries are almost 
Wholly in the Bohemian language.” 





CRESCENT LIFE INSURANCE COM- 
PANY, INDIANAPOLIS, IND. 


Increases Its Capital. 

At a stockholders’ meeting of this 
Company held on May 7, 1921, a reso- 
lution was passed reading as follows: 

“Moved, seconded and carried unani- 
mously that the Crescent Life Insur- 
ance Company increase its capital 
stock from $100,000 to $200,000.” 

In a notice to the stockholders the 
officers of the Company state: 

“It was the opinion of the stock- 
holders in this meeting, that the pres- 
ent stockholders be given an opportu- 
nity to subscribe to the new issue, 
on or before May 21, this month, at 
$20 per share, $10 par value, $10 sur- 
plus, the entire proceeds going direct 
to the Company. After May 21, the 
above opportunity expires and the 
stock will be $25 per share.” 

The Company advises us under date 
June 8, that it is now offering this 
increased capital stock at $20 per 
share and allowing 10 per cent as a 
selling commission. 

On December 31, 1920, the capital of 
the Company was impaired $26,043.39. 





FIRST NATIONAL LIFE INSURANCE 
COMPANY, PIERRE, 8S. D. 


Report of Examination Reviewed 


This Company was examined by the 
InSurance Departments of South Da- 
kota, Montana, Idaho and North Da- 
kota as of December 31, 1920, the re- 
port being dated February 27, 1921. 

The financial statement of the Com- 
pany as ascertained by the examiners 
in brief is as follows: 


Total premium income...... $ 439,758 
Interest and rents ......... 75,303 
ee  * civ ewuns es tieese 520,659 
Payments to policyholders.. 111,746 
Total disbursements ....... e 302,592 
Admitted assets ........... 1,568,150 
Net reserve ...... ; sococe het eee 





Geen ¢ecewactecoeeceue éeeae< 250,000 
Oe Pee, ee 89,959 
Extracts from Examiners’ Comments 


History 


“The First National Life & Accident 
Insurance Company was incorporated 
March 22, 1920, and commenced busi- 
ness June 1 of the same year. At that 
time it had an authorized capital of 
$250,000 of which $105,000 was fully 
paid. The par value of the stock was 
$50 per share. The paid in surplus 
amounted to $11,650. 

“In December, 1909, the Company re- 
insured the business to the Bankers 
Reserve Fund Life Insurance Company 
of Cincinnati, Ohio, an assessment as- 
sociation with insurance in force 
amounting to $2,240,690. 

“The active management was 
changed in 1913, in 1914 the accident 
business was reinsured, and in 1916 
the name of the company was changed 
to the First National Life Insurance 
Company. 

“During 1919 the company was re- 
incorporated as the First National- 
Northwestern Life Insurance Com- 
pany, merging its business with the 
Northwestern Life Insurance Company 
and the Western Mutual Life Insur- 
ance Company, both of Aberdeen, South 


Dakota. By this merger a total of 
2,268,000 of insurance was added to 
the First National Life. 

“While this examination was in 


progress the stockholders voted to re- 
adopt the name of First National Life 
Insurance Company. 

“The admitted assets of the three 
companies immediately prior to the 
merger were less than their liabilities, 
as set forth in the following schedule: 

First Nat. Northwstrn. Western. 
Insurance in force 
$8,580,412.00 $1,990,000.00 $582,770 00 
Liabilities 








706,262.98 109,278.64 80,891.86 
Capital 
216,166.67 150.370 00 Mutual 
Total liabilities 
922,429.65 259,648.64 80,891.86 
Admitted assets 
896,953.08 253,309.83 74,851.47 
Impairment 
25,476.57 6,338.81 6,040.30 


(Continued on next page) 
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FIRST NATIONAL LIFE INSURANCE 
COMPANY, PIERRE, 8S. D.—(Con.) 
Combined capital ..........%$366,536.67 








Cap. consolidated company. 250,000.00 
Released for surplus...... 116,536.67 
Less impairment ..... Poe 37,855.77 
Surplus combined state- 

ment, 18-31-18 ....cceces $ 78,680.90 


Cost of Business 

“The agency contracts are ‘graded’. 
The maximum commission paid is 80 
per cent, with a bonus of $1.50 and $2 
per thousand when the business pro- 
duced is in excess of two or three hun- 
dred thousand per year. Renewal com- 
missions are paid when the agent re- 
mains in the continuous employ of 
the Company and produces a specified 
minimum production. Three district 
agents are paid monthly salaries and 
a small amount for office rent. 

Death Claims 

“The papers in connection with the 
claims paid during 1919 and 1920 were 
carefully examined. It is evident that 
the Company uses every effort to 
promptly pay all just claims. 

“The following schedule shows the 
progress of the Company since or- 


ganization: 
Sur- Insur. Insur. 

Year. Assets. plus. written. in force. 
eG cacce $334,901 $7,210 $ 147,500 *$2,388.190 
Pb ecece 454,361 38,971 1,013,000 2,828,779 
Picasa 484,527 5,764 950,000 2,825,333 
a 519,491 5,051 1,000,500 3,122,539 
eebendées 557,370 15,162 1,533,445 3,828,734 
_ aan 598,936 4,441 1,920,700 4,536,055 
a 656,510 9,892 2,094,000 5,411,947 
nesae 735,039 9,535 2,173,500 6,092,779 
el seteue 824,064 13,496 1,873,000 6,673,412 
Eccoces 1,225,114 778,681 2,856,570 *9,861,721 
ERS 1,352,884 79,282 4,198,017 12,470,897 
a 1,568,150 89,959 4,250,076 14,641,696 





* The amount of insurance in force in 1909 
was augmented by the reinsurance of the 
Bankers Reserve Fund Life Insurance Com- 
pany with $2,240,690 of insurance in force and 
in 1918 of the Western Mutual Life Insurance 
Company and the Norhwestern Life Insurance 
Company with $2,268,000 insurance in force. 
t The apparent increase in surplus in 1918 was 
due to a reduction of the capital stock of $116,- 
536.67 which was placed in surplus. 





GARY NATIONAL LIFE INSURANCE 
COMPANY, GARY, IND. 
1920 Statement 

This Company was required to cor- 
rect some discrepancies in its state- 
ment as first submitted to the Insur- 
ance Department of Indiana which has 
but recently been filed as a public 
‘document. 

It will be recalled that the Com- 
pany was examined by the Insurance 
Department of Indiana as of Decem- 
ber 31, 1919, the report of which ex- 
amination was reviewed in “Best’s In- 
surance News (Life Edition)” issue of 
August 2, 1920, pages 42 and 43. Said 
examination contained a reference to 
an increase in the capital stock of 
the Company reading as follows: 

“Capital Stock 

“The Company was capitalized orig- 
inally for $100,000, which was sold at 
a price to net the Company $25,000 





surplus. The provisions of the law un- 
der which the Company was organized 
require that stock shall all be sub- 
scribed in good faith, 50 per cent 
thereof paid in by the subscribers be- 
fore authorization is given to do busi- 
ness and the remainder paid within 
eighteen months of the time of sub- 
scription. According to the Company's 
books the final payments on the orig- 
inal capitalization were not received 
until December 31, 1919, though due 
at the beginning of September. 

“On December 8, 1919, at a special 
meeting of the stockholders, the ar- 
ticles of incorporation were amended 
to provide for an increase in capital- 
ization to $200,000. This entire addi- 
tional capital of $100,000, par valve, 
was subscribed by the President, Vice- 
President and Secretary of the Com- 
pany, certificates being issued under 
date of 17th of December, 1919. In 
payment these officials gave their in- 
dividual notes payable on or before 
eighteen months after date, without 
endorsement, in the aggregate sum 
of $180,000, depositing only the certifi- 
cates of stock as security. Your Ex- 
aminers are of the opinion that this 
transaction is not in conformity with 
the provisions and intent of the law 
in that (1) these notes to this amount 
without endorsement or collateral 
other than the stock subscribed for 
are not acceptable evidence of sub- 
scription in good faith, and (2) in that 
the subscribers have not paid in the 
50 per cent required on each subscrip- 
tion. 

“Accordingly the capitalization 
shown is the original $100,000.” 

The statement for 1920 as finally ac- 
cepted by the Department also elim- 
inates the attempted increase in capi- 
tal, which is specified as $100,000, and 
which is impaired to the extent of 
$35,117.41. 

The transactions of the company dur- 
ing the year (1920) and its financial 
condition as of December 31, 1920, may 
be gathered from the following ex- 


tracts of its statement as finally 
audited as of April 30, 1921: 
Decrease in assets of 
previous year (adjust- 
ment account gross pre- 
Dt ssvdbeos tksen eee 8 4,260.44 
Income 
New premiums .......... 11,016.81 
Premium income ........ 31,788 31 
Interest and rents....... 1,853.14 
Surplus donated ........ 14,925.00 
See GD. cers oneswas 49,189.76 
Disbursements 
Paid policyholders ....... $ 2,475.19 
All other disbursements.. 24,399.50 
Total disbursements .... 26,874.69 
ee AOD . canecocsoeerses $ 184,780.25 
Assets not admitted..... ° 8,911.99 
Admitted assets ......... 175,868.26 
Net reserVe ......ccccece 103,228.06 
DT biveed bmn twe.oo ob 100,000.00 
Total liabilities ......... 210,985.67 
Impairment in capital.... 35,117.41 
Insurance written ..... , 515,000.00 
Insurance in force....... 4,218,248.00 


It is our understanding that the In- 
diana Department has given the Com- 
pany until January 1, 1922, to make re- 
‘ ductions in its impairment of capital. 








LIFE AND CASUALTY INSURANCE 
COMPANY, NASHVILLE, TENN 


Report of Examination Reviewed. 


This company has recently been ex. 
amined by the Insurance Department of 
Tennessee, Louisiana and Mississippi, 
the report being dated May 27, 1921. 

The examiners state: 

Scope of Examination. 

“Your examiners have confined them. 
selves to the records of the operations 
for the year 1920. The books of the 
company, however, although they cover 
fifty-two weeks’ operations, are not 
closed on December 31 each year. The 
industrial collections and the disburse. 
ments at the district offices for the 
week ended January 1, 1921, are re- 
ported at the home office during the 
succeeding week, and the net cash re- 
mittances received up to January 7, 
1921, inclusive, are all included in the 
1920 statement. In a similar fashion al] 
interest and other income received and 
all disbursements made at the home of- 
fice up to January 7, 1921, are included 
in the 1920 figures. This affects mainly 
the items of cash in bank, non-ledger 
assets such as interest due and accrued, 
and various outstanding liabilities. As 
the resultant effect on the amount of 
the surplus is small, your examiners 
have decided not to change the figures, 
but the company should be advised to 
close their books in future on the first 
Saturday after the close of the year.” 

The financial statement of the com- 
pany, as ascertained by the examiners, 
combining the sickness and accident, 
industrial life and ordinary life figures, 
in brief was as follows: 


Income. 
I eee eee $263,105 
Renewal premiums .......... 4.811.653 
es MOOTED co dccccesecteceue 5,191,060 

Disbursements. 


Total amount paid for losses.$1,995,253 
Dividends to stockholders.... 70,000 





Total disbursements ......... 4,834,754 
Admitted assetS .......ceeee08-% 1,372,268 
Liabilities. 

a PPS on sks 0 0'es Sebe be ee $541,961 
Pee GORE ccccarercsvcedsideoc 17,197 
OGRE BEMEREOEOD cccccesssvess 974,015 
SED. Sccees Denes cevedeeoese 350,000 
DI cea ces tosinvsseecnsees 48,253 

MOE oc ckbewesteaecsdéeas $1,372,268 
Extracts from Examiners’ Comments. 


History. 

“The company was organized in 1903 
under the laws of Ténnessee and is em- 
powered by its charter to insure the 
lives of persons and engage in the gen- 
eral business of life insurance, and 
coupled therewith the right to grant 
and sell annuities with benefit of sur- 
vivorship, and accept and execute all 
legal trusts which may be confided to 
said company. The company is fur- 
ther empowered by its charter to insure 
against all accidents to property in 
transit; against accidents to persons in 
traveling, against disabilities to per- 
sons by disease, or sickness or other 
bodily infirmities, or against thefts of 
property. 

“The insurance business of the com- 
pany may, at the option of the com- 
pany, be conducted upon the principle 
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of giving to policyholders an interest 
in the profits, and the company may 
purchase for its own benefit any policy 
of insurance or other obligation grow- 
ing out of its business, and also any 
claim of policyholders for profits. 


“Up to 1910 the company’s business 
was conducted under the assessment 
plan, changing to the legal reserve 
basis in 1911. 

“The capital stock at time of organ- 
ization Was twenty-five thousand dol- 
jars divided into shares of a par value 
of one hundred dollars each. Amend- 
ments increasing the capital stock 
were made from time to time, with the 
result that the amount of this capital 
stock is now $350,000. 


“The company commenced paying 
dividends on capital stock in 1906. The 
following shows the dividends paid 
since organization: 

1906 Cash dividend......... $4,800.00 
1907 " Ro es Wee wed be 3,700.00 
1909 me “=> 2 eueaaees 12,100.00 
1910 Stock mm: pba eb< 20,000.00 
1913 Cash wu." Geeaeewes 12,927.91 
1913 Stock el  Sateves'es 21,300.00 
1914 Ks “=i ped eae es 21,300.00 
1914 Cash ro Hevesawed 17,172.00 
™_s-°* Por:  Cliwsenes 37,500.00 
1916 S Mes see ee 50,000.00 
1917 . ™ = gee stese 46,000.00 
1918 = ie “See eeee oe 60,000.00 
1919 sie w- . Se ea twee é 40,836.00 
1920 " ™  <) Sewedeews 70,000.00 





$417,635.91 
Mortgage Loans. 


“The papers in connection with the 
mortgage loans in the possession of the 
company, and also those deposited with 
the Insurance Department of Tennessee, 
were examined in detail as to the usual 
documents and found satisfactory. The 
loans bear six per cent rate of interest, 
and the experience of the company 
thereunder has been good, evidencing 
care in selection. There were no fore- 
closures during the period under re- 
view. Interest is paid promptly. The 
company’s valuation of the property on 
which the largest loans were made was 
verified by an appraiser selected by 
your examiners, except in one instance 
where an amount of $4,500 bas been 
disallowed. The loans are distributed 
as follows: 


GeOrmia .ccccccccccccscsccese $24,500.00 
MORMCUERY cccccccdcccecsce . 2,500.00 
ROUIGIMMA ceccccccccccesccese 654.00 
Missiasippl ...cccccccccscece 1,400.00 
North Carolina .......eeee8. 7,500.00 
South Carolina .....6ceeeees 33,500.00 
MOMMOGDOS cc cccccccvcescccecs 502,125.00 


Agents’ Group Insurance. 


“The company issues a policy to its 
agents conditioned on their attaining a 
specified standard of efficiency. No 
charge is made for these policies and 
the company’s liability varies from 
month to month. A reserve of $500 has 
been thought sufficient. 


Contingent Reserve. 

“The company, in its statement, has 
set up a liability of $200,000 under this 
caption. There is not at present in 
existence any standard table for calcu- 








lating reserves on sickness business, 
and such a table is becoming necessary 
in view of the rapid increase in this 
class of business. The liability shown 
is, in the opinion of your examiners, 
more than adequate. 


Surplus. 


“The surplus shown herein is greater 
than that shown by the company by 
$5,441.52. This is due to the more accu- 
rate calculation of several items which 
were only approximated by the com- 
pany.” 

MACCABEES, DETROIT, MICH. 
Valuation Exhibits 


In last month’s issue we reviewed 
an examination of this Society and pub- 
lished in connection therewith the Val- 
uation Report upon its inadequate rate 
business as filed with the Michigan In- 
surance Department. 

Through an oversight we omitted 
publishing its Valuation Report on its 
adequate rate business, therefore the 
following: 


THE 


Valuation Report 
(Adequate Rates—Business 1920) 


Assets, actual and contin- 

i vhet'eced sh odee seleéees $4,767,508 
Liabilities, actual and con- 

Se Sk See Cee aed 4,672,641 
Assets to liabilities......... 102% 


Valuation Report 
(Inadequate Rates—Business 1920) 


Assets, actual and contin- 

Re.  davkiencesddmaedesen on $102,666,393 
Liabilities, actual and con- 

Dt: *tnadanneoeseceaeue 142,551,449 
Assets to liabilities........ 72% 


NATIONAL ASSOCIATION 
OF 
LIFE UNDERWRITERS 
Announcement 


The Thirty-second Annual Conven- 
tion of the National Association of Life 
Underwriters will not be held at the 
West Baden Springs Hotel, West 
Baden, Indiana, as originally planned. 
The Convention has been switched to 
Cleveland, Ohio, where it will be held 
on the same dates as formerly an- 
nounced—September 5, 6 and 7, with 
headquarters at the Hotel Winton. 

President Orville Thorp, in a recent 
announcement, says: 

“To the Life Underwriters of America: 

“The National Association of Life Un- 
derwriters selected September 5, 6 and 7 
for its annual Convention so that there 
would be no conflict with other insur- 
ance convention dates. Owing to the 
unusually hot weather now existing, 
and the fear that this unseasonable 
weather may extend into September, 
the Executive Council of the National 
Association unanimously agreed with 
me that for the welfare of the Conven- 
tion and the personal comfort of dele- 
gates and guests attending, it would be 
advisable to select some point farther 
north than West Baden, Indiana. 

“A few days ago the Cleveland Asso- 





ciation having learned of these circum- 
stances, extended an invitation to en- 
tertain the National Convention in the 
City of Cleveland. The Executive Coun- 
cil approving, I have, on behalf of the 
National Association, accepted this in- 
vitation. The Convention will, there- 
fore, be held in Cleveland September 
5, 6 and 7, with headquarters at the 
Hotel Winton. 
“Fraternaliy yours, 
“ORVILLE THORP, 
“President.” 

Life underwriters throughout the 
country are commenting favorably up- 
on the change in location, and while 
advance reservations for West Baden 
seemed to indicate a satisfactory at- 
tendance, it is now felt that Cleveland 
will draw an unusually large number 
of underwriters from all points of the 
country. 

Several companies have made ar- 
rangements to have their leading 
agents attend the Convention, after 
which company rallies will be held. 
The latest announcement along these 
lines comes from the Fidelity Mutual 
of Philadelphia. 

Assurances are given at the head- 
quarters of the National Association 
that the hotel situation in Cleveland is 
all that can be desired. Rooms may 
be obtained on the European plan at 
the following rates: 

Single room with bath $3 to $5 

per day 

Double room with bath $5 to $8 

per day 

Applications for reservations should 
be sent to Everett M. Ensign, execu 
tive secretary, the National Association 
of Life Underwriters, 25 West Forty- 
third Street, New York City, and each 
application should be accompanied 
with a registration fee at the rate of 
$5 for each person. Registration fees 
will be acknowledged by certificates of 
registration which will be honored at 
the registration booth at the Conven- 
tion. The registration fee includes all 
privileges of the Convention, and a 
copy of a special de luxe edition 
of the Convention Proceedings. 


Among other important points con- 
sidered in changing the Convention 
location was the fact that one-half of 
the population of the United States 
and Canada is within a radius of 500 
miles of Cleveland. One may reach 
this city from overnight from either 
the Atlantic seaboard or the Missis- 
sippi River. 

A special concession of a fare-and- 
a-half has been secured from all the 
cities of the United States, with the 


exception of those located in New 
(Continued on next. page) 
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NATIONAL ASSOCIATION OF LIFE 
UNDERWRITERS—(Continued) 


England, and identification certificates 
to be used in securing these fares will 
shortly be mailed to all those who have 
registered. 

Companies contemplating holding 
meetings in conjunction with the Na- 
tional convention are urged to make 
reservations at once. Officers of local 
associations should also see to it that 
delegates from their respective chap- 
ters apply for reservations at the 
earliest possible moment. 


NATIONAL LIFE AND ACCIDENT IN- 
SURANCE CO., NASHVILLE, TENN. 


Report of Examination Reviewed. 


This company was examined by the 
Insurance Departments of Tennessee 
and Illinois as of December 31, 1920, the 
report being dated April 11, 1921. 

The financial condition of the com- 
pany as ascertained by the examiners 
in brief was: 

Admitted assetS .........45. $5,839,601 


ie tech iveéeccsecs 1,852,443 
Contingency reserve ........ 1,900,000 
Ge oo Ube dwewe Ocoee eepsee 300,000 
no 600 sbabedecneorece 713,426 
Comments of Examiners’ Extracts. 


History. 


“The company had its origin in a 
fraternal association organized in 1598, 
and operated as the National Sick 
& Accident Association. In 1902 it 
was acquired by the present owners, 
who operated it on the assessment plan 
until 1905, when it qualified on a legal 
reserve basis. The company has been 
under the management of the same ac- 
tive officers since it was acquired in 1902. 

“It was originally operated on the 
industrial plan only, but in 1906 an 
“Ordinary Department” was created, 
writing accident and health insurance 
on both monthly, premium and com- 
mercial plans. While this Department 
was not self-sustaining until after 1910, 
it has since been in a very prosperous 
condition, and is now a very valuable 
part of the company. January 1, 1920, 
a Life Department was created, and 
placed in charge of a competent 
Actuary. This department made a flat- 
tering showing in 1920, obtaining its 
business at low cost, employing only 
the industrial agents. Having a com- 
pact organization already created, it is 
reasonable to believe the success of the 
Life Department is already assured. 

Management. 

“The Board of Directors is composed 
of men of high standing in their com- 
munities. The officers who comprise 
the management have been actively in 
charge since 1902, and their ability is 
demonstrated by the successful growth 
of the company. 

The company recently increased its 
capital from $300,000 to $600,000 through 
a stock dividend. 

ln referring to the matter the com- 
pany states: 

“We found at the year’s end that we 
had a very large surplus, and felt that 





under all the circumstances a declara- 
tion of this dividend was entirely jus- 
tified.” ——— 
ORDER OF PROSPERITY 
BROOKLYN, N. Y. 

Distribution of Assets 

Jesse S. Phillips, State Superintend- 
ent of Insurance, filed, on June 9, 1921, 
with William S. Kelly, Clerk of Kings 
County, a final report recommending 
distribution of the assets of the Or- 
der of Prosperity, a New York frater- 
nal beneficiary society formerly hav- 
ing home offices at 1153 Myrtle Ave- 
nue, Brooklyn, N. Y. The Order of 
Prosperity was placed in the hands of 
Superintendent Phillips for liquidation 
by an order of the Supreme Court made 
by Justice Charles H. Kelby, sitting at 
Special Term, Kings County, on No- 
vember 12, 1917, when it appeared 
from reports of examiners of the New 
York State Department of Insurance 
that the Society was insolvent and had 
held a special convention which 
adopted a resolution to dissolve. 

A financial statement annexed to the 
report of Superintendent Phillips shows 
assets and liabilities as follows: 





Assets 
Cash in banks May 20, 1921... $943.24 
Liabilities 
el as $2,056.72 
Claims disallowed 279.00 
Claims allowed ....... $1,777.72 
State of New York and 
Special Deputy and 
Examiners’ services. 183.78 


Reserve for further 
expenses of liquida- 


tn codes stene snes’ 100.00 2,061.50 





Excess of liabilities over as- 

BEE wekscaisscboecevexssiecess $1,118.26 

The premium rates charged its mem- 
bers were inadequate from the begin- 
ning and at a special convention held 
August 31, 1917, a dissension arose 
among the membership over an attempt 
to increase the rates. The convention 
could not agree and adopted a reso- 
lution requesting the Insurance De- 
partment to liquidate the Society. 

Clarence C. Fowler, Chief of the 
Liquidation Bureau, is the Special Dep- 
uty Superintendent of Insurance in 
charge of the liquidation. 

A motion will be made by Superin- 
tendent Phillips on July 8, 1921, at a 
special term of the Supreme Court for 
Kings County, for an order authorizing 
distribution of the assets to creditors. 

The Order of Prosperity commenced 
business in 1900 and attained its larg- 
est membership in 1916, when its out- 
standing insurance in force amounted 
to $878,137. 

The principal objects of the Society 
were to pay insurance benefits to 
beneficiaries of deceased members, to 
promote social intercourse and to ren- 
der moral and material aid to its mem- 
bers by business and social patronage. 
Its constitution provided that the Ger- 
man language was the official language 
of the Society and that all resolutions, 
decisions and directions were to be 
kept in the German language exclu- 
sively. The sphere of operation of the 


Society was limited geographically with- 





in the Borougns of Greater New York. 

The liquidator reports that he has 
experienced difficulty in straightening 
out the affairs of the Society and that 
he has been handicapped by reason of 
the fact that all records were written 
in German. 


POLICYHOLDERS LIFE INSURANCE 
COMPANY, SIOUX FALLS, SO. DAK, 


Report of Examination Reviewed 

This Company was examined by the 
Insurance Department of South Dakota 
as of September 30, 1920. 

In commenting upon the policy forms 
of the Company and the plan of opera- 
tion, the examiner stated: 

“Only one kind of policy is issued 
by the Company. This is a Twenty- 
Payment Life Participating policy writ- 
ten on the increasing insurance plan. 
If death occurs during the first year 
of the policy, $1,000 is paid to the bene- 
ficiary; during the second year, $2,000; 
the third year, $3,000; the fourth year, 
$4,000, and thereafter $5,000, which is 
the face amount of all policies issued. 

“In general the policy was found to 
be fair and liberal as to its provisions. 

“Forming a part of the contracts is 
a proxy, Which for your convenience, 
and to avoid elaborate description, we 
quote: 

“*PROXY—The undersigned  con- 
sents to the change of the Company 
from a Mutual to a Stock Company 
when the accumulated surplus. will 
permit creating a capital of not less 
than $150,000 together with a _  suf- 
ficient surplus over and above all 
other liabilities. The articles of in- 
corporation will be changed as pro- 
vided for by the laws of the State of 
South Dakota, governing Stock Life In- 
surance Companies, and I do hereupon 
deliver this Power of Attorney and 
Proxy, and hereby constitute and ap- 
point Guy C. Barton, H. O. Chapman, 
W. B. Young, S. H. Witmer and H. A. 
Luckey, or their Successors, as Officers 
or Directors, my sole, true and Law- 
ful Attorney and Agent for me and in 
my name, place and stead, to vote as 
my agent, Attorney or Proxy, at each 
and every Annual or Special meeting 
of the said Policyholder’s Life _Insur- 
ance Company, or of the Policyholders 
or Members thereof, for the election of 
Directors or for any other election or 
purpose whatsoever. This Power of 
Attorney or Proxy shall be valid and 
effectual, and shall continue in full 
force so long as I shall be a Policy- 
holder in the Company, or until at 
least thirty days after a notice in writ- 
ing expressly revoking or suspending 
the same shall have been delivered to 
the Secretary of the Company. 

“*This Proxy shall not be Operative 
at any Meeting of the Company at 
which the Undersigned is Present in 
Person.’ 

Plan of Operation 

“All the insurance written is pro- 
duced through an organization known 
as the Luckey-Witmer Agency. We 
understand that this Agency consists 
of the officers of the Company. A con- 
tract exists between this Agency and 
the Company in which it is agreed 
that the Agency shall receive 85 per 
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cent of the first year’s premiums on 
all insurance written by the Company, 
and 8 per cent of all renewals for 
the succeeding nineteen years. The 
eontract is for a five-year period, but 
the renewals are continuous. The 
other provisions are such as ordinarily 
appear in a General Agency Contract 
and it is not deemed necessary to men- 
tion them. 

“Since its organization the Agency 
Company has in addition to paying all 
agency commissions and expenses 
called for in the contract, paid all com- 
pensation of officers, the salary of one 
office worker, officers’ traveling ex- 
penses, actuarial services, etc, and this 
arrangement also provides for a means 
whereby no Agent's Debit Balances will 
accrue for the depletion of the Com- 
pany’s surplus. 

“Your examiners wish to point out, 
however, that the payment of the 
above expenses, except Agency ex- 
penses, has been purely Yoluntary on 
the part of the Agency Company, since 
the contract makes no mention of same, 
and it is to be expected that the Com- 
pany itself will meet such expenses 
as soon as its financial condition war- 
rants it.” 


PREFERRED RISK LIFE INSURANCE 
COMPANY, DES MOINES, IA. 
This Company was examined by the 
Insurance Department of Iowa as of 
March 31, 1921. The financial condition 
of the company at that time in brief 

was as follows: 


eeeeee «OOROOR  ceccceceeces $139,749 

a GOD eee ve sveevewevene 30,541 

0! csbeeneaes odbeeesoneen 103,450 

Dn we ue os 6606 OMe 6 twee Cece 3,091 

Extracts from Examiners’ Comments. 
History 


“The American Teachers Life In- 
surance Company was _§ incorporated 
September 25, 1917, under Chapter l, 
Title IX of the Code to operate as a 
Legal Reserve Life Insurance Company 
under the provisions of Chapter 6, 8, 
8a and 8b, Title IX of the Code of Iowa 
and all acts amendatory thereto, with 
an authorized capital of $109,000 di- 
vided into 2,000 shares having a par 
value of $50 per share. This stock 
was sold for $100 per share. On Feb- 
ruary 10, 1919, the Articles of Incor- 
poration were amended increasing the 
authorized capital to $200,000 to be di- 
vided into 4,000 shares having a par 
value of $50 each. The additional cap- 
ital stock also to be sold for $100 per 
share. The period up to November 11, 
1918, was spent in the sale of stock 
and preliminary organization work, 
the company being licensed to write 
life insurance by your Department on 
November 11, 1918, however, due to the 
exceedingly unfavorable conditions 
confronting life insurance companies 
during the latter part of 1918, no insur- 
ance was written until January 1, 1919. 

“On July 19, 1920, the Articles of In- 
corporation were amended changing 
the corporate name to the “Preferred 
Risk Life Insurance Company.” The 
original Articles of Incorporation to- 
gether with both amendments hereto- 
fore mentioned have been approved 
and recorded by the proper officials. 


a eu —_ 





“At the time the company was ex- 
amined preparatory to granting their 
license to transact business in this 
State, they had received only partial 
payments for a considerable portion of 
their stock, the balance being repre- 
sented by stock notes. In order that 
the assets of the company might meet 
with the requirement of the Iowa law, 
stock notes in the amount of $63,000 
were sold to the Bankers Mortgage Co. 
of Des Moines, Iowa. At the time the 
preliminary examination was made, the 
officers of the company represented to 
your examiners that the Board of Di- 
rectors had authorized the sale of these 
stock notes made without recourse and 
that these notes were so endorsed and 
turned over to the Bankers Mortgage 
Co. with this understanding and that 
there was no liability expressed or 
implied on the part of the American 
Teachers Life Insurance Co. to guar- 
antee the payment of these notes. As 
a result of these representations and 
the showing made by the Company, 
their license was issued by your De- 
partment. 


“During the course of the present 
examination, your examiners were 
able to secure a copy of the agree- 
ment entered into between Mr. D. E. 
Cloyd, former President of the Ameri- 
ean Teachers Life Insurance Co. and 
the Bankers Mortgage Co. whereby the 
American Teachers Life Insurance Co. 
guaranteed the payment of the stock 
notes sold to the Bankers Mortgage 
Co. and where the American Teachers 
Life Insurance Co. made a cash de- 
posit of $5,000 and also assigned stock 
notes in the sum of $10,000 as addi- 
tional security to guarantee that the 
Bankers Mortgage Co. would be able 
to realize the $63,000 from the notes 
purchased by them. 


“It was necessary for the Company 
to repurchase approximately $10,000 of 
these stock notes from the Bankers 
Mortgage Co. on account of their be- 
ing unable to make collections on these 
notes. About $4,000 of these notes 
have been cancelled or are now among 
the Company's assets. The remaining 
$57,000 of these notes were purchased 
by the present officers of the Company 
and are in their possession at the 
present time. The stock covering these 
subscriptions was issued at the time 
the notes were sold to the Bankers 
Mortgage Co. and the certificates were 
attached to the notes so sold and were 
delivered to the subscribers when the 
notes were paid. The certificates rep- 
resenting the stock covered by the 
notes repurchased from the Bankers 
Mortgage Co. by the Company or in- 
dividually by the officers still remain 
in the name of the original subscribers 
but are in the possession of the party 
owning the note at the present time. 
Your examiners made a careful in- 
vestigation of the Company's stock 
books and records and find that the 
records do not show that at any time 
the Company’s capital stock was less 
than the minimum of $100,000 as pre- 
scribed by the Iowa laws. As there 
is no question as to the financial re- 
sponsibility of the officers and direc- 
tors who repurchased $5,700 of these 








stock notes and they signify their in- 
tention of having this stock trans- 
ferred to themselves. within a short 
time, your examiners are unable to seze 
how the amount of capital stock fully 
paid up can be affected by these trans- 
actions. 


Insurance in Force 


“On March 31, 1921, the Company had 
954 policies amounting to $1,851,760 of 
insurance in force. Of this amount, 
120 policies in the amount of $371,485 
was reinsured. 


General Comments 


“Since the last examination of this 
Company, there has been a complete 
change in officers with the exception 
of the Treasurer. The present officers 
of the Company are all men of very 
high standing in their respective com- 
munities and are successful business 
men. The President is devoting the 
major part of his time to the Com- 
pany’s business and your examiners 
can see no reason why the condition 
of this Company should not show a de- 
cided improvement from the present 
time on.” 


PRUDENTIAL INSURANCE COM- 
PANY OF AMERICA, NEWARK, N. J. 


Replies. 


This company recently sent out 
through its publication bureau a state- 
ment which we reproduce in full. 

“To the Board of Directors: 

“You have been called together to 
consider what action should be taken 
in view of the recent examination into 
the affairs of The Prudential by Mr. 
Samuel Untermyer before the. Lock- 
wood Investigating Committee. 

“About two weeks ago Mr. Dryden 
attended a session of this Committee, 
at the request of Mr. Untermyer, to 
explain certain mortgage loans made 
by The Prudential coupled with a sale 
to the borrower of real estate owned 
by The Prudential. Inquiries respect- 
ing these transactions having been 
answered, Mr. Untermyer branched out 
into an examination with respect to 
the mutualization of The Prudential in 
1915 and the practice of the Company 
of depositing some of its funds in banks 
in which directors of the Company hap- 
pened to be stockholders. At the end 
of the day, Mr. Untermyer, with a good 
deal of flourish, called upon the Super- 
intendent of Insurance of the State 
of New York to investigate The Pru- 
dential with respect to the matters in- 
quired of by him, and then adjourned 
the examination of Mr. Dryden until 
the 22nd, instant. 

“Of course, the examination of Mr. 
Dryden went far beyond that permitted 
to Mr. Untermyer by the Legisla- 
ture, but it was thought best not to 
object to it on this account, and no 
objection was made. Before the close 
of the day, however, the examination 
became so grossly unfair, and the in- 
spired accounts of it which appeared 
in some of the newspapers on the fol- 
lowing day were so misleading, that 
it was decided by counsel to there- 
after confine the examination within 


: legal limits. 


(Continued On next page) 
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PRUDENTIAL INSURANCE CO. OF 
AMERICA—(Continued) 


“On the resumption of the examina- 
tion on the morning of the 22nd, Mr. 
Untermyer began by asking Mr. Dry- 
den about the acquisition of some 20,- 
000 shares of Prudential stock by the 
Fidelity Trust Company in the year 
1902 from various stockholders. He 
followed this by asking if the Fidelity 
did not pay $6,000,000 for this stock; 
if it was not a fact that The Pru- 
dential furnished the money with which 
the Fidelity paid for the stock; if it 
was not a fact that at this time the 
entire capital and surplus of the Fi- 
delity was $1,700,000 and its total de- 
posits $8,813,000, and if the stock was 
not carried by The Prudential for the 
Fidelity, from the time it was acquired 
in 1902 until the Fidelity received over 
$8,000,000 for it from The Prudential 
through the mutualization proceedings 
in 19135. 

“These questions were objected to 
by counsel for the Company on the 
ground that they were outside the 
scope of the inquiry authorized by the 
Legislature, and a ruling was asked 
from the Committee. This was refused 
and the objection was declared to be 
an unwarranted interruption of the 
proceedings. The witness was there- 
fore advised not to answer, and refused 
to do so. 

“The character of the examination 
of Mr. Dryden by Mr. Untermyer and 
the refusal of the Lockwood Commit- 
tee to even consider any objection 
thereto, made it quite clear that The 
Prudential had nothing to expect from 
the Committee except misrepresenta- 
tion, and that its only safety lay in 
standing upon its legal rights. The 
directors, however, are entitled to 
know that there is not one word of 
truth in the insinuations or Mr. Unter- 
myer and that Mr. Dryden did not re- 
fuse to answer his questions for any 
other reason than the decision to put 
his authority to the test as above 
stated. This is shown by the follow- 
ing: 

“Mr. Phillips, the Superintendent of 
Insurance of the State of New York, 
in compliance with Mr. Untermyer’s 
request, began an investigation of The 
Prudential immediately after Mr. Dry- 
den’s first appearance before the Lock- 
wood Committee and completed this 
examination at a public hearing the 
day before Mr. Dryden's second appear- 
ance. At this hearing substantially 
the same questions which Mr. Dryden 
refused to answer to Mr. Untermyer on 
the following day were asked of him 
by a representative of Mr. Untermyer, 
and were answered so far as Mr. Dry- 
den’s information enabled him to do 
so. -Moreover, the whole question of 
the purchase of Prudential stock by 
the Fidelity in 1902 was exhaustively 
inquired into by Mr. Hughes for the 
Armstrong Committee in 1906 when 
Senator Dryden was on the stand, and 
his testimony was in the hands of Mr. 
Untermyer and was also on file in the 
offices of the insurance commissioners 
throughout the United States. 

“In addition to all this, counsel for 
The Prudential inquired of the Fidclity 





by telephone at the noon recess on 
the 22nd instant, and were told that 
not one dollar was borrowed by the 
Fidelity from The Prudential to make 
the purchase of 1902, and that not a 
share of the stock purchased was ever 
carried by The Prudential for the Fi- 
delity or on its account. This state- 
ment was immediately given to Mr. 
Untermyer, and he was requested to 
put it in the record, but declined to 
do so. 

“Since the close of the hearing we 
have learned that the Fidelity financed 
this purchase in part by the use of 
funds previously in hand but chiefly 
by the sale of 5,000 shares of its stock 
at $750 a share; that this stock was 
sold to 168 different stockholders in 
amounts varying from 1 share to 500 
shares, and that not a single share 
was taken by The Prudential either 
directly or indirectly, in any way, 
shape or manner. 

“But the unfairness of the exam- 
ination did not end there. An attempt 
was made, through the testimony of a 
so-called expert accountant, to show 
that The Prudential had falsified its 
account of deposits with the National 
Bank of Commerce to the extent of 
some $2,000,000. Of course, this was 
untrue, but no opportunity was given 
to contradict it. 

“In view of these various charges, 
insinuations and innuendoes, and of 
the garbled accounts of Mr. Dryden's 
examination that have been given to 
the newspapers, it is Mr. Dryden's 
wish, and we recommend that the Com- 
missioner of Banking and Insurance of 
the State of New Jersey be requested 
to make an examination of the activi- 
ties of The Prudential from 1902 to 
the present time, with particular ref- 
erence to the purchase and holding of 
its stock by the Fidelity between 1902 
and 1915; the mutualization of the 
Company in 1915; its deposit accounts 
for the last twenty years or more, and 
any other matter now or later sug- 
gested by the Lockwood Committee, 
and that the New Jersey Commissioner 
invite the Commissioners of all other 
States in which the Company does busi- 
ness to co-operate with him in mak- 
ing such examination to the end that 
the truth, the whole truth and nothing 
but the truth may be known. 

“With reference to the contempt pro- 
ceedings threatened against Mr. Dry- 
den, we recommend that they be left 
to be settled by the Courts. It is time, 
we think, that there should be a ju- 
dicial ascertainment of the limits to 
which Mr. Untermyer and his Commit- 
tee can go in their inquiry into hous- 
ing conditions in New York. 

“We propose the following resolu- 
tions: 

“Resolved, that the Commissioner of 
Banking and Insurance of the State of 
New Jersey be requested to make an 
examination of the affairs of The Pru- 
dential Insurance Company of America 
from 1902 to the present time, with 
special reference to its relation to and 
dealings with the Fidelity Trust Com- 
pany; the character and extent of its 
deposits in other banks; the mutualiza- 
tion of the Company in 1915, and any 
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other matter to which his attention 
may be called by the Lockwood Com. 
mittee or any policyholder of the Com. 
pany, and that he invite the Commis.- 
sioners of all other States in which 
the Company does business to co-oper- 
ate with him in making such examina- 
tion. 

Resolved Further, that the directors 
approve the refusal of Mr. Dryden to 
submit to an examination by the Lock- 
wood Committee outside of the author- 
ity conferred upon it by the Legisla- 
ure,” 

RICHARD V. LINDABURY, 
EDWARD D. DUFFIELD. 
“Dated, June 27, 1921. 

The report was received and ordered 
filed and the proposed resolutions were 
unanimously adopted.” 

(From Journal of Commerce and Com- 

mercial Bulletin, June 30, 1921) 
Jersey State Body Accepts Invitation 

“Trenton, N.J., June 29.—The State 
Department of Banking and Insurance 
today accepted the invitation of The 
Prudential Insurance Company to in- 
vestigate its activities from 1902. The 
invitation was extended yesterday by 
the company's directors in a statement 
criticising the examination of its pres- 
ident by Samuel Untermyer, counsel 
for the Lockwood Legislative Commit- 
tee investigating the building trust. 
The company invited investigation of 
its mutualization and purchase of its 
stock by the Fidelity Trust Company. 

Insurance Commissioners in other 
States in which The Prudential does 
business were asked to co-operate with 
Commissioner Tuttle in the Jersey in- 
vestigation.” 


SOUTHERN UNION LIFE INSURANCE 
co., WACO, TEXAS 


Report of Examination Reviewed 


This Company was examined by the 
Insurance Department of Texas as of 
December 31, 1920, the report being 
dated March 28, 1921. 

The financial condition of the Com- 
pany (on December 31, 1920, and its 
income and disbursements during 
1920) as*ascertained by “the examiner 
in brief is as follows: 

PrOmmrmms GROOMS .crcccecvcce $254,085 


SROPORS GG COMED ccciccosece 42,587 
EE ee eee 302,640 
Paid policyholders .......... 44,462 
Total disbursements ........ 186,279 
I 921,922 
ER Dae er 717,565 
EE eee ~++ 174,420 
a owe ey ee 12,154 
Extracts from Examiner’s Comments 
Organization 


“The Company was incorporated un- 
der the laws of the State on January 
20, 1909, with an authorized capital 
stock of $250,000 and received its first 
certificate of authority from your de- 
partment to transact a life insurance 
business in Texas on June 7, 1909 . As 
the Company operates under a charter, 
granted prior to the time the present 
law became effective, which requires 
Life Insurance Companies to have their 
authorized capital stock paid up, slight 
reductions of the amount of capital 
stock have been registered during the 
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past few years due to the purchase 
of stock in the open market. A reso- 
jution authorizing the officers of the 
concern to buy and retire the com- 
pany’s stock whenever it could be pur- 
chased below its par value was duly 
passed in the stockholders’ meeting 
in 1916, but evidently only a very lim- 
ited amount could be so obtained and 
will be procured in the future with 
the ever increasing probabilities of 
early dividends. 


Real Estate 

1. Home Office Building—$125,000 

“On December 8&8, 1915, the Company 
pought from Chas. Saenger for a con- 
sideration of $75,650 the property 
which consists of a lot fronting 112 
feet on Washington Street by 100 feet 
on Fifth Street with a two-story brick 
building covering the entire lot. Dur- 
ing 1914, 1915 and 1916 certain improve- 
ments were made which brought the 
book value or actual cost of the build- 
ing up to $97,590.39. The Home Office 
building is now carried by the Com- 
pany on its books at $125,000, or $27,- 
409.61 over and above actual cost, to 
which valuation your examiner, how- 
ever, does not believe to have the 
right to take exception, since an ap- 
praisement by your department made 
in 1920 gave the Company the privilege 
to carry the building at $135,000. 

“The revenue producing capacity of 
the building has been extremely small 
during the past six years, reaching 
its maximum for the year 1920 with 
a net interest return, including taxes, 
of 2.6 per cent on a $125,000 valuation. 
In justice to the Company, however, 
I desire to state that a $125,000 6 per 
cent first mortgage loan in place of 
the Home Office building would not 
have yielded but 3.2 per cent net, or 
only 0.6 per cent more than the Home 
Office building, and as the officers in- 
formed your examiner that the rents 
in various instances will be material- 
ly increased upon expiration of the 
present leases, no special criticism can 
be made of the interest. 

General and Conclusion 

“The last previous examination by 
your department of the Company's af- 
fairs as of September 30, 1919, showed 
its surplus as a negative figure of 
$8,522.38, this examination leaves the 
Company a surplus of $12,154.16, or a 
net increase of $20,676.54, which 
amount, however, if compared with the 
increase in market value over book 
value of the Home Office building of 
$27,409.61 results in a further decrease 
in surplus of $6,733.07 over a period of 
fifteen months. The mortality of the 
Company's business for this period may 
indeed be considered favorable, so that 
the decrease in surplus above men- 
tioned in spite of considerable mortal- 
ity savings must be ascribed to the cost 
of increasing the insurance in force 
from $6,685,000 to $8,920,727. 

“If progress is viewed in this light 
and if due thought is given to the 
burden which the Company will soon 
have to carry on account of the large 
amount of foreclosed mortgage loans 
in form of non-revenue producing rea!’ 
estate, which in your examiner's es- 
timation will have to be disposed of 





at a financial sacrifice, prospects for 
early dividends to stockholders re- 
main somewhat clouded. On the other 
hand, if the President and Secretary 
of the Company, whose life work has 
centered around the progress of this 
concern for the past nine or ten years, 
and whose integrity and honesty of pur- 
pose have been demonstrated in a con- 
tinuous struggle to obtain this end, 
should succeed in their endeavors to 
convert the undesirable mortgage loans 
and real estate into revenue producing 
assets without material loss, the basis 
for dividends to stockholders has been 
established in the nine million dollars 
of business noW upon the books of the 
Company.” 


STATE LIFE INSURANCE COMPANY 
OF DES MOINES, IOWA. 


Absorbs Surety Fund Life. 

This company took over the business 
of the Surety Fund Life of Minneapolis, 
Minn., under a merger agreement ef- 
fective as of April 30, 1921. The 
amount of insurance thus obtained is 
$14,839, and the assets amounted to 
$1,100,110. 

Several of the Surety Fund officers 
are to be connected with the State 
Life. 


SURETY FUND LIFE COMPANY, MIN- 
NEAPOLIS, MINN. 
Merged With the State Life of Iowa, 
This company merged with the State 
Life Insurance Company of Iowa, as of 
April 30, 1921. (See article on the lat- 
ter company elsewhere herein.) 


UNION NATIONAL LIFE INSURANCE 
COMPANY, HOUSTON, TEXAS. 


Begins Business. 

This company, incorporated under 
the laws of Texas, April 23, 1921, be- 
gan business May $th with an author- 
ized and paid in capital of $100,000 and 
$100,000 surplus. 

The organizer of the company was 
A. M. Miller who, it is reported, com- 
pleted its organization in approximate- 
ly three days without any promotion 
expense. Mr. Miller, who is also pre- 
sident of the company, was for four 
years Agency Director for the State of 
Texas of the State Life of Indiana, and 
had also been connected as State Man- 
ager for Texas of the Indianapolis Life 
of Indiana. He is one of the youngest 
presidents of an insurance company in 
the United States, being only twenty- 
seven years of age. 

In referring to its plans, the com- 
pany states: 

“We will write Continuous Premium, 
Twenty Payment Life, Eighteen Pay- 
ment Life, Fifteen Payment Life, Ten 
Payment Life, Twenty Year Endow- 
ment, Ten Year Endowment, Continu- 
ous Endowment at age nearest to 65, 
and Twenty Premium Endowment at 
age nearest to 65. All policies written 
on a participating plan. 

“We write annual and deferred divi- 
dend plans. Our annual, dividend on 
continuous premium at age 35 is $26.00. 
Our deferred dividend at age 35 is 
$22.70. 

“You will note this deferred rate is 
almost the same as a great many of 





the non-par companies are using. We 
want to make a record in service to 
our policyholders and we feel sure that 
with a conservative management we 
can make a distribution of dividends 
at the end of the 10th year. Our de- 
ferred dividend policies provide a dis- 
tribution at the end of the 10th year, 
and at the end of each five years there- 
after during the continuance of the 
policy.” 


ANCIENT ORDER OF UNITED: 
WORKMEN OF SOUTH DAKOTA, 
ABERDEEN, 8S. D. 

Report of Examination Reviewed 


This Fraternal Beneficiary Society 
was examined by the Insurance De- 
partment of South Dakota as of De- 
cember 31, 1920. The report, dated 
March 20, 1921, in part, states: 

Organization and History 

“In 1889, a charter was procured 
from the Supreme Lodge under which 
the Society operated until 1909, when 
the Order reincorporated under the 
laws of South Dakota and filed their 
Articles of Incorporation with the Sec- 
retary of State. Originally the rates 
charged were far from adequate on 
all classes written. In 1909, it be- 
came necessary to raise the schedule 
of rates and during the succeeding 
seven (7) years the Society built up 
a reserve of approximately $336,000 
without levying extra assessments. 
Since 1916 this reserve has by accumu- 
lated interest been increased to $438,- 
855.71. The Order levies the necessary 
assessments for the payment of all 
losses monthly and anticipates. in- 
creasing this reserve for the inade- 
quate class until it reaches an amount 
which, together with the surplus. on 
the adequate class, will be sufficient 
to transfer all Class A members to 
the adequate rate class which was 
started in 1913 and which comprises 
approximately 7 per cent of the total 
insurance in force. Since 1913 new 
members are admitted only on N.F.C. 
4 per cent rates.” 


Financial Statement 
. (Extracts only) 

“The financial statement of the So- 
ciety as of December 31, 1920, after 
carefully checking the books was 
found to be as follows: 

Net amount received from 


I ae ceutes ban cee as $322,913.65 
ee EE Ohaiwes Che aebdén 348,948.03 
Death claims paid ......... 313,400.00 
Total disbursements ........ 326,871.20 
EE I iis oc ia ent aaa’ 566,357.91 
Total unpaid death claims... 34,888 88 
Reserve N. F.C. 4 per cent.. 53,194.68 
We BE Canaakxs weouss 88,083.56 


Death Claims 

“An investigation showed that 
death claims are paid promptly and 
that no claims are unfairly resisted. 

Funds 

“Four funds are maintained, namely, 
the Beneficiary, Reserve, Surplus and 
General Fund. 

“The Beneficiary Fund consists of 
money collected under regular and 
special assessments. This fund can be 
drawn upon only to pay death claims. 
If at the end of a month more than 

(Continued on next page) 
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$1,000 is left in the Beneficiary Fund, 

the excess is transferred to the Re- 

serve Fund. 

“The Reserve Fund is maintained 
and increased by transfers from the 
Beneficiary Fund and by interest ac- 
cretions on investments made with the 
money in this fund. 

“The Surplus Fund was created in 
1913. At that time the Society be- 
‘gan to operate on an adequate basis 
and the funds in the organization at 
that time were set aside for the pro- 
tection of the inadequate rate classes. 

“The General Fund consists of money 
received on account of charter fees, 
certificates, per capita tax, supplies, 
etce., and is used for paying the cur- 
rent expenses of the Grand Lodge. 

“The Reserve and Surplus Funds are 
invested in mortgages and bonds and 
during 1920, $12,000 of the General 
Fund was likewise invested. 

“On December 31, 1920, there was 
$854.34 in the Mortuary Fund, $71,- 
377.09 in the Reserve Fund, $424,486.83 
in the Surplus Fund and $18,514.32 in 
the General Fund. 

General 

“Of the $14,000,000 of insurance in 
force, approximately $890,000 is of the 
adequate rate class. Since the mortal- 
ity experience of the adequate rate 
class is favorable, a substantial in- 
crease in membership would material- 
ly improve the general status of the 
Society. It is recommended that the So- 
ciety have a valuation of all their poli- 
cies made in the near future in order 
that they may determine their solvency.” 


UTAH ASSOCIATION OF LIFE UN- 
DERWRITERS, 


Wins Its Case. 

The action, “Utah Association of Life 
Underwriters, plaintiff, vs. Mountain 
States Life Insurance Company and In- 
surance Commissioner of Utah, de- 
fendants,” recently decided by the Su- 
preme Court of the State of Utah, is 
of interest to life insurance solicitors. 
Therefore, we print the decision in full 
which requires no comment, except 
perhaps to call particular attention to 
the paragraph preceding the last. 
“In the Supreme Court of the State of 

Utah, 

“FRICK, J. 

“The plaintiff filed a petition in this 
court against the Insurance Commis- 
sioner of Utah, hereinafter referred to 
as Commissioner, and the Mountain 
States Life Insurance Company, here- 
inafter called Company, in which it 
prayed that this court require said 
Commissioner to certify to this court 
the record of certain proceedings had 
before him and to review said pro- 
ceedings and to set aside and annul 
the acts of said Commissioner in grant- 
ing the said Company a license or per- 
mit to carry on the business of life 
insurance in this state. 

“In the petition the plaintiff in sub- 
stance alleges that it is composed of 
taxpayers and that it is the party ben- 
eficially interested in this proceeding; 
that on the 20th day of February, 1921, 
the plaintiff had filed in the office of 
the Commissioner certain charges 





against the Company and had also 
filed a protest against granting a li- 
cense or permit to the Company to 
carry on the business of life insurance 
in this state; that thereafter, on the 
28th and 29th days of March, 1921, the 
plaintiff and the Company appeared 
before said Commissioner and that a 
hearing was had before him in which 
evidence was produced by both parties 
both in support of and against the 
charges and protest aforesaid, and that 
at the time of concluding the said hear- 
ing the Commissioner, over the protest 
of the plaintiff, renewed the license 
of said Company; that the renewal of 
said license is contrary to the facts 
found by the Commissioner, citing the 
particulars, etc., and is contrary to our 
statute, also citing the particulars 
which will hereinafter be more partic- 
ularly set forth. 

“The writ was duly issued requiring 
said Commissioner to certify to this 
court all of the evidence and the full 
record of the proceedings had before 
him on the hearing aforesaid. The 
Commissioner, in due time and form, 
complied with said writ and all the 
evidence and a full record of the pro- 
ceedings is now before us. 

“The Company and the Commission- 
er, by their attorney, appeared and 
filed a motion to quash the writ upon 
the sole ground that said ‘application 
for a writ of review does not state 
facts sufficient to warrant or justify 
the issuance of the writ of certiorari.’ 
The attorney for the defendants in- 
sists that thfs is not a case or a pro- 
ceeding in which this court is author- 
ized to issue a writ of certiorari. It is 
only fair to counsel to state that he 
treats the writ issued in this case as a 
purely common-law writ of certiorari 
and that the proceedings in this court 
must be considered and treated in ac- 
cordance with the rules with respect 
to such writs prevailing at common 
law. In so doing, counsel, in our judg- 
ment, is clearly in error. He has evi- 
dently overlooked the fact that our 
statute, Comp. Laws, Utah, 1917, Sec. 
1133, as that section is amended by Ch. 
21, Laws, Utah, 1919, requires the Com- 
missioner to grant the hearing which 
was requested by plaintiff and to pass 
upon the very objections raised by it 
at the hearing. In addition to that 
section, Sec. 1154 prescribes the pro- 
visions that life insurance policies 
must contain in this state, while Sec. 
1155 prohibits certain provisions in 
such policies. 

“Then again, in our judgment, coun- 
sel for the defendants has placed a too 
favorable construction upon certain 
other sections of our statute govern- 
ing life insurance policies to which 
reference will be made hereinafter and 
has entirely overlooked the provisions 
of Sec. 1157, which specially provides 
that the action of the Commissioner 
‘shall be subject te review by any court 
of compctent jurisdiction.’ 


“It is true that in the section just 


quoted from the only matter referred 
to is the suspension or revocation of 
authority to carry on the business of 
life insurance and that the action of 
the Commissioner in that regard may 
be reviewed. It is, however, also true, 





as pointed out in the case of Industrial 
Com. of Utah v. Evans, 52 Utah 394, 
174 Pac. 825, that if one party to a 
proceeding is given the right to have 
a matter reviewed in the courts under 
our constitution the other party to the 
proceeding must also be given the 
same right of review although only one 
party may be expressly mentioned in 
the statute. That doctrine has special 
application here for the reason that if 
the statute were literally applied the 
only party to a proceeding who could 
have the acts of the Commissioner re- 
viewed by the courts would be the in- 
surance company while the public or 
any other interested party would be 
excluded from the courts. 

“This is not the only state that has 
such a statute. Such a statute is in 
force in Massachusetts, and Supreme 
Judicial Court of that state has held 
that it has the power to review the 
acts of the Commissioner in a proceed- 
ing like the one here in question. See 
Aetna Life Ins. Co. v. Hardison, 199 
Mass. 181, 85 N. E. 407 and New York 
Life Ins. Co. v. Hardison, 199 Mass. 190, 
85 N. E. 410, 127 Am. St. Rep. 478. 

“While it is true that in proceedings 
of this character, although the power 
be conferred under a special statute, 
yet this court will not review the evi- 
dence nor mere errors of judgment of 
the Commissioner where, however, 
as here, it is contended that the 
Commissioner has exceeded his au- 
thority in granting or renewing a li- 
cense to carry on the business of life 
insurance in this state by refusing to 
follow the provisions of our statute, 
we are required to examine into the 
acts of the Commissioner to the extent 
at least of determining whether his 
acts in granting the license are sup- 
ported by the provisions of the statute, 
or are contrary thereto. If he has 
granted a license contrary to the pro- 
Visions of the statute under which he 
is empowered to act and must act, then 
he has exceeded the power or jurisdic- 
tion with which he is clothed by 
statute, and the license should be re- 
voked. That is the precise question 
that is involved here. 

“We are clearly of the opinion, there- 
fore, that the motion to quash should 
be, and it is accordingly, overruled. 

“In proceeding to a consideration of 
the merits of the controversy it will 
be necessary to refer to certain provi- 
sions of our statutes relating to the 
business of life insurance. 

“Comp. Laws, Utah, 1917, Sec. 1167, 
provides: 

“*No life insurance company doing 
business in this state shall make or 
permit any distinction or discrimina- 
tion in favor of individuals between 
insurants of the same class and equal 
expectation of life in the amount of 
payment of premiums or rates charged 
for policies of life or endowment in- 
surance, or in the dividends or other 
benefits payable thereon, or any other 
of the terms and conditions of the 
contracts it makes. Nor shall any such 
company or agent thereof make any 
contract of insurance or agreement as 
to such contract other than as plainly 
expressed in the policy issued thereon; 
nor shall any such company or any offi- 
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cer, agent, solicitor or representative 
thereof pay, allow, or give or offer to 
pay, allow or give, directly or indirect- 
ly, as an inducement to insurance, any 
rebate or premium payable on the pol- 
icy, or any special favor or advantage 
in the dividends or other benefits to 
accrue thereon, or any paid employ- 
ment or contract for service of any 
kind; nor any valuable consideration 
or inducement whatever, not specified 
in the policy contract of insurance, nor 
give, sell, or purchase or offer to give, 
sell or purchase as inducement to in- 
surance or in conjunction therewith, 
any stocks, bonds, or other securities, 
of any insurance company or other cor- 
poration, association or partnership. or 
any dividends or profits to accrue 
thereon; nor anything of value not 
specified in the policy.’ 

“Sec. 1168, so far as material here, 
provides that no life insurance com- 
pany shall, and ‘no corporation or 
stock company, acting as agent of a 
life insurance company, nor any of its 
agents, officers, or employes, shall be 
permitted to agree, sell or offer to sell, 
give or offer to give, directly or in- 
directly, in any manner whatsoever, 
any share of stock, securities, bonds 
or agreement of any form or nature, 
promising returns and profits as an in- 
ducement to insurance, or in connec- 
tion therewith. * * *.’ The section 
further provides that in case any com- 
pany or agent offends against the fore- 
going provisions or any of them it 
shall be the duty of the Commissioner 
to revoke the license. 

“We have quoted at length from the 
statute in order to show that it was 
the purpose and intent of the legisla- 
ture to have the business of life in- 
surance conducted free and indepen- 
dent of any other matter of whatever 


kind or nature, and so that the person 


who is solicited to enter into a life 
insurance contract may do so entirely 
upon the merits of the contract of in- 
surance presented to him. Life insur- 
ance contracts are so important in our 
modern life, and affect so many per- 
sons of all classes, including widows 
and orphans, and are so beneficial in 
their effects, that they may well re- 
ceive the consideration and protection 
of the law-making power. If, there- 
fore, that power has spoken and has 
regulated the matter of insurance con- 
tracts and has undertaken to prevent 
fraud and misrepresentation so far as 
possible for the protection of the in- 
Sured and all those who contemplate 
entering into insurance contracts, it is 
the solemn duty of the courts to en- 
force the provisions of the statute 
When called on to do so. The ques- 
tion therefore is, has the company, or 
anyone acting in its behalf or for its 
benefit, violated any of the foregoing 
Provisions of our statute? 

“The uncontradicted evidence — in- 
deed, the application for insurance— 
shows that in soliciting prospects to 
enter into contracts of insurance the 
Soliciting agents of the company or of 
those acting for its benefit are offer- 
ing to sell, and are selling a limited 
humber of the shares of the capital 
Stock of the company Mm connection 
with such insurance. It is, however, 





strenuously insisted on behalf of the 
company that the stock so offered is 
not offered as ‘an inducement to in- 
surance.’ The contract to purchase 
such stock is, however, made a part of 
the application for insurance, and is 
headed ‘Subscription and Contract 
for Stock.’ A promissory note is exe- 
cuted by the prospect for the stock, 
which reads as follows: 

“‘For value received I hereby prom- 
ise to pay The Home Savings & Trust 
Company, ONE HUNDRED DOLLARS 
($100), with interest at the rate of six 
(6) per cent per annum from date of 
issue of policy, in accordance with at- 
tached contract, which is made a part 
hereof. This note is non-negotiable 
and void if detached from contract.’ 

“The contract referred to reads as 
follows: 

“‘T hereby subscribe for fifty (50) 
shares of the capital stock of the 
Mountain States Life Insurance Com- 
pany, for which I agree to pay One 
Hundred Dollars ($50.00 the par value 
of said stock and $50.00 surplus), pay- 
able at my option within thirty (30) 
days from the date hereof in cash, or 
may be paid for solely out of the divi- 
dends accruing on my Charter Mem- 
bership Policy in said company for $5,- 
000.00, or out of the dividends on any 
policies which may be issued to me by 
said company. Subject to approval and 
acceptance by said company. 

“*The attached note, which is a part 
of this contract, is given in payment 
for fifty (50) shares of the capital 
stock ($50.00 the par value of said 
stock and $50.00 the surplus) of the 
Mountain States Life Insurance Com- 
pany. 

“‘T hereby authorize the secretary 
of the Mountain States Life Insurance 
Company to pay such cash dividends 
as may be apportioned to my policy 
of $5,000.00, or any other policy on my 
life of the said company, to the Home 
Savings & Trust Company, of Denver, 
Colo., trustee, for the payment of said 
note, until said note with interest, is 
paid in full; at which time the said 
note shall be cancelled and said stock 
shall be delivered to the undersigned. 
Any dividends that may be paid on 
above-mentioned stock shall be applied 
on said note. 

“It is hereby agreed that this note 
is given and accepted with the under- 
standing that it is payable only in the 
manner stated above, and should the 
maker not be insured in said company, 
or allow his policy of $5,000.00 to 
lapse before said note is paid in full, 
or fails to pay the same in cash as 
above provided, he shall not be entitled 
to any of said dividends credited on 
said note, and said note and contract 
shall be cancelled and both parties re- 
lieved from any further liability here- 
under. 

“"In event of the death of maker of 
said note, before it is paid in full, the 
beneficiary under the Charter Member- 
ship Policy of $5,000.00 shall have the 
right at the time the proceeds of the 
policy shall be paid: by the Mountain 
States Life Insurance Company, to 
elect to pay the balance due on said 
note and take the stock; and in event 
the beneficiary does not so elect the 








said beneficiary shall be entitled to re- 
ceive in cash the amount of dividends 
credited on said note, and said note 
and the contract shall be cancelled and 
both parties relieved from any further 
liability hereunder.’ 

“In this connection the evidence is 
clear and without conflict that the pur- 
pose is to sell fifty shares of the capi- 
tal stock of the company with each 
$5,000 policy of insurance written. It 
is also a rule of the company that no 
one can acquire more than 250 shares 
of the stock in connection with insur- 
ance and each policy-holder is thus 
limited to five policies of $5,000 each. 
In order to dispose of the stock more 
expeditiously, the company has entered 
into a contract with what is called The 
Mountain States Service Company to 
solicit insurance and to sell 250,000 
shares of the company’s stock in con- 
nection with such insurance for a stip- 
ulated commission. The officers and 
incorporators of the company are also, 
to a large extent, the officers and in- 
corporators of the Mountain States 
Service Company. In soliciting in- 
surance it is conceded that the solici- 
tors lay great stress upon the fact that 
each person who gqbtains a policy and 
subscribes for his allotted shares of 
the capital stock has thus become a 
stockholder in the company, and will 
have a voice in determining its affairs, 
and that he may accomplish all this 
without paying cash for the stock, but 
that the same will be paid out of the 
dividends or profits which will accrue 
to the policy of insurance which the 
subscriber holds. It will be observed 
that this scheme or plan of selling 
stock .must be limited to a certain 
number of individuals. That is, when 
the ‘50,000 shares of stock have all 
been sold, those entering into con- 
tracts of insurance with the company 
thereafter cannot obtain stock in con- 
nection with their insurance. The 
prospect who enters the present 
scheme or plan is thus informed by 
the solicitor that if he takes a $5,000 
policy in the company and subscribes 
for the amount of shares of stock al- 
lotted to each $5,000 policy in becom- 
ing a stockholder in the company, he 
will become such without additional 
cost to himself in view that the stock 
may be paid for out of the dividends or 
profits accruing to his policy. While 
the company concedes that the solici- 
tors for insurance make the represen- 
tations aforesaid, it also insists that 
the representations are true, and are 
merely the result of the method or 
plan pursued by it in soliciting and 
writing insurance. The company in- 
sists that its method or plan of insur- 
ance is not contrary to the provisions 
of our statute because anyone may ob- 
tain a policy without subscribing for 
stock and anyone may become a stock- 
holder in the company without taking 
insurance. The company contends 
therefore, that the contract of insur- 
ance is entirely independent of the 
stock subscription contract, and that 
each prospect has the absolute choice 
of entering into a contract of insur- 
ance without subscribing for stock or 
may become a subscriber for stock 

(Continued on next page) 
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without entering into a contract for 
insurance. In this connection it is im- 
portant to state, however, that the evi- 
dence is undisputed that at the time of 
. the hearing only seven shares of the 
capital stock of the company had been 
disposed of under the plan we have 
outlined above, which were not dis- 
posed of in connection with a policy of 
insurance, and those seven shares were 
issued as qualifying stock to directors 
of the company. While no doubt it is 
true that each prospect has the choice 
of entering into an insurance contract 
with subscribing for stock, it is, never- 
theless, true only in the sense that he 
has a choice of entering into or re- 
fraining from entering into any con- 
tract of any kind with the soliciting 
agent. The undisputed evidence that 
no stock has been sold under the 
present plan of the company except in 
connection with insurance is quite sig- 
nificant and convincing to the disin- 
terested mind that the company’s cap'- 
tal stock is in fact being sold both 
‘as an inducement to insurance’ and 
‘in connection therewith,’ which is in 
direct violation of the provisions of 
our statute. The fact that the so- 
called subscription for stock is made 
a part of the application for insurance 
is also very significant, and constitutes 
in and of itself strong evidence that 
the stock is sold in connection with 
insurance. If the transaction relative 
to the stock subscription is entirely 
independent of the contract of insur- 
ance, why make it a part of the appli- 
cation for insurance? Obviously, it is 
made a part of the application for in- 
surance because it is intended to dis- 
pose of the stock in connection with 
the insurance contract. In determin- 
ing whether the plan of the company 
in disposing of its stock contravenes 
the provisions of our statute it should 
be remembered that it is not necessary 
that the subscription contract is the 
sole, or even the controlling element 
which induced the prospect to take a 
policy of insurance under the com- 
pany’s plan. In the language of the 
statute, it is sufficient if the stock 
transaction constituted ‘an inducement 
to insurance,’ or is made ‘in connec- 
tion therewith.’ That is, that it is en- 
tered into in connection with the in- 
surance contract, and as a substantial 
part thereof. If the contract for the 
stock constitutes only one of the ele- 
ments which 
enter into the contract of insurance, 
and such contract is entered nto in 
connection with the insurance, then the 
Stock transaction is in direct violation 
of the provisions of our statute, and 
cannot stand. It also comes squarely 
within the principle laid down by the 
Supreme Court of Illinois in the case 
of The People v. Commercial Ins. Co., 
247 Ill. 92, where the question of what 
constitutes a sufficient consideration or 
inducement is discussed. 


“To apply the foregoing rule in no 
way interferes with the company’s 


right to dispose of its capital stock. 
Contracts of insurance necessarily fall 
within the police power of the state, 


induced the prospect to. 





and it may therefore regulate such 
contracts within at least reasonable 
limits. It is elementary doctrine in 
this jurisdiction that statutes must be 
construed and applied in. furtherance 
of the purpose or object which in- 
duced their adoption. That the sta- 
tutes governing life insurance con- 
tracts must be liberally construed, and 
so as to protect the public is held by 
all the courts having statutes that are 
like or similar to ours. See Joyce on 
Insurance, 2nd ed. Sec. 190-e. The lan- 
guage of our statute is very broad and 
comprehensive, and a mere cursory 
reading of it discloses its dominant 
intent and purpose. Moreover, we have 
a right to assume that every provision 
of the statute which is prohibitive in 
its effect is based upon some evil 
which, in the minds of the legislature, 
required regulation. Then again, it is 
manifest that the statute was enacted 
for the protection of the public, and 
especially for the protection of those 
who are solicited to enter into life in- 
surance contracts who may lack the 
experience and the opportunity to 
guard themselves against the wiles of 
the experienced life insurance solici- 
tor. The statute should therefore be 
construed so as to accomplish its pur- 
pose, and so as to protect those it in- 
tends to protect. If the plan that is 
pursued by the company in disposing 
of its capital stock as outlined above is 
not contrary to the provisions of our 
statute, then we cannot concefve of any 
plan which merely disposed of the 
company’s stock in connection with 
the contract of insurance that would 
be contrary thereto. After a careful 
consideration of all of the evidence, 
and especially the documentary evi- 
dence which is not and cannot be con- 
tradicted or explained, we are all 
agretd that the plan pursued by the 
company in taking subscriptions for 
stock in connection with contracts of 
insurance is clearly violative of the 
provisions of our statutes, and if per- 
mitted by this court would soon lead 
back to the very practices in writing 
life insurance which the statute, we 
think wisely, prohibits. 


“While it is true that plaintiff's coun- 
sel also insists that the company has 
either offended against or has failed to 
comply with certain other provisions 
of the statute, and while it is true that 
at the time the Commissioner issued 
the first permit or license to the com- 
pany to transact business in this state, 
such was the case, yet it is equally 
true that at the time of the hearing 
these defects had been cured. We 
specially refer here to the claim of in- 
sufficient capital to do business in this 
state, and that the policy of insurance 
contained certain provisions which 
were in derogation of our statute. At 
the hearing before the Commissioner 
it was made to appear that the form 
of the policy and the provisions con- 
tained therein now conform to our sta- 
tute and that the capital of the com- 
pany is sufficient to authorize it to do 
business in this state. 

“While there are other objections 
raised by plaintiff's counsel, yet those 
all relate to the relationship of the 


‘and exploit such features as 





company with the Mountain States 
Service Company and a trust company, 
and thus come within the jurisdiction 
of the Commissioner and not within 
the jurisdiction of this court. If 
such relationship militate against the 
stability or welfare of the company, 
or against the best interests of its 
policyholders, the Commissioner, and 
not the courts, must correct the evil, 
He is given ample power to do so. 

“For the reasons stated we are forced 
to the conclusion that the plan of the 
company in disposing of its capital 
stock in connection with writing insur- 
ance is contrary to the provisions of 
our statute. It follows, therefore, that 
the Commissioner exceeded his author- 
ity in licensing or permitting the com- 
pany to carry on the business of life 
insurance in this state under the plan 
pursued by it as aforesaid and that 
such license or permit should be an- 
nulled, or, at least, suspended until 
such time as the company shall have 
complied with the provisions of our 
statute as herein indicated. 

“In concluding this opinion we feel 
constrained to add that by anything 
we have here said we do not wish to be 
understood as holding that an insur- 
ance company may not formulate a 
plan of insurance which contains spe- 
cial features that are, or are deemed 
to be of special interest or benefit 
to the insured and that it may not urge 
“an in- 
ducement to insurance.” But what we 
hold is that no insurance company may, 
either directly or indirectly, sell or dis- 
pose of its capital stock in connection 
with and as ‘an inducement to _ in- 
surance,’ as is necessarily the case if 
the company's plan is permitted. It is 
the plan pursued by the company as 
disclosed by this record which is by us 
condemned as being contrary to the 
provisions of our statute and not some 
other plan. 

“The order of the Commissioner 
granting the company a license or per- 
mit to transact the business of life 
insurance in this state is therefore set 
aside and annulled at the cost of the 
company.” 


WESTERN LIFE INSURANCE COM- 
PANY, DES MOINES, IOWA, 
Report of Examination Reviewed. 
This company was examined by the 
Iowa Insurance Department as of De- 
cember 31, 1920, the report being dated 

February 24, 1921. 

The financial condition of the com- 
pany as ascertained by the examiners 
in brief was as follows: 


Den PD 6écbeccusebeane $930,033 

Se Se 40 4-6} oho ode ceeded 652,658 

ne. ad > «de a ws Som bees 086cbn 193,525 

ree ee 266 

Extracts from Examiners’ Comments. 
History. 


“As the history of this company has 
been recited in detail in the reports of 
previous examinations, copies of which 
are on file with your department, it has 
not been deemed necessary to enter in- 
to the full particulars in this report 
The company was organized in 1907 4s 
a Mutual Life Insurance Company un- 
der the provisions of Chapters 6 and 8, 
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Title IX of the code of Iowa, and oper- 
ated as a mutual company until Jan- 
vary 1, 1915, when it was changed toa 
stock company, with a paid-up capital 
stock of $100,000. 


“On January 14, 1915, the Articles of 
Incorporation were further amended, 
increasing the authorized capital to 
$250,000, divided into 12,500 shares, hav- 
ing a par value of $10 per share, and 
1,250 shares having a par value of $100 
per share. On January 8, 1920, the ar- 
ticles were again amended, reducing 
the authorized capital stock from $250,- 
000 to $200,000, divided into 12,500 
shares with a par value of $10 per 
share, and 750 shares with a par value 
of $100 per share. 


“At the time of making this examina- 
tion the amendment to the articles of 
incorporation dated January 8, 1920, 
had not been approved by your depart- 
ment, nor had it been filed for record 
in the office of the County Recorder 
of Polk County, Iowa, nor with the 
Secretary of the State. Your examin- 
ers called the company’s attention to 


this oversight, and they stated they 
would give the matter immediate at- 
tention. 

Management. 


“The management of the company is 
in the hands of the stockholders, who 
hold their annual meeting on the sec- 
ond Thursday of January at the com- 
pany’s home office in the city of Des 
Moines, Iowa, and elect from among 
their membership a board of seven di- 
rectors for a term of one year, or until 
their successors are duly elected and 
qualified. All stockholders are entitled 
to be present at these annual meetings, 
or to cast their vote by proxy. The 
proxies used at the 1919 and 1920 an- 
nual meetings were inspected by your 
examiners, and appear to be regular 
with the exception that they did not 
bear the revenue stamps as required by 
the Federal Government war stamp act 
of 1918. The minutes of the 1920 meet- 
ing show that Dr. O. O. Carpenter was 
present, and voted 100 shares of stock; 
the records of the company show that 
Dr. Carpenter formerly owned certifi- 
cate No. 140 for 100 shares, but that 
this stock was transferred on January 
13, 1916, to Arletta H. Carpenter under 
certificate No. 159. 


“You will note by referring to the 
preceding section of this report that the 
company has issued two series of capi- 
tal stock, one series having a par value 
of $10 per share, and the other having a 
par value of $100 per share. As no 
distinction is made in the voting of 
this stock, the holder of a $10 share of 
Stock has the same voice in the control 
of the company as the holder of a $100 
Share. As a result, the seven directors 
of the company, together with the mem- 
bers of their immediate families, while 
Owning but 33% per cent of the capital 
Stock now fully paid up, hold certifi- 
cates covering 6,322% shares of the 
outstanding 12,602% shares, which 
of the 


gives them complete control 
company. 


“The articles of incorporation pro- 
viding for these two kinds of stock 





were approved by the Attorney General 
of the State of Iowa some years ago. 


Agents’ Contracts. 

“During the two-year period covered 
by this examination, the first year’s 
commissions and agency expenses, ex- 
clusive of the home office supervision, 
amounted to 99.6 per cent of the first 
year's life premium collections, less re- 
insurance premiums paid out on this 
business, or 92.4 per cent of the total 
premium income, 
demnity and total disability. The com- 
pany pays commissions on total dis- 
ability and double indemnity on the 


coupon policy only. Your examiners 
made a detailed inspection of the 
agents’ contracts now in force, and 


find that in several cases general agents 
are receiving a commission from 90 per 
cent on 20 Pay and Ordinary Life 
policies graded down to 80 per cent on 
Endowment policies, and in addition 
thereto, receiving a salary up to $100 
per month, together with some allow- 
ances for traveling expenses. A few 
agents’ contracts call for renewal com- 
missions of from two to five per cent 
covering a period of from one to five 
years. 

“It is noted that Secretary Mr. H. D. 
St. John and Assistant Secretary, Mr. 
M. M. Deming are receiving the regular 
commission on the business they per- 
sonally produce. Inasmuch as these of- 
ficers receive a regular salary for their 
services, and are entitled to and do 
collect their traveling expenses from 
the company, it is the opinion of your 
examiners that they are compensated 
for their services to the company, and 
are not entitled to any commissions. 


“Heretofore the company has main- 
tained a deferred dividend fund to pro- 
vide for accrued benefits under this 
proyision. Mortuary dividends becom- 
ing due on the death of the insured 
have been paid as provided in the sec- 
ond paragraph above quoted. In this 
connection the following resolution is 
significant: 

“ ‘Be it Resolved by Board of Directors, 
this 13th day of January, 1921, in meet- 
ing assembled, that in view of the 
heavy death losses suffered during the 
years. 1918-19-20, and the resulting de- 
pletion in the surplus funds of the com- 
pany, that the six thousand five hundred 
dollars ($6,500) of funds set aside for 
the Mortuary Fund on Participating 
Policies, be and is hereby turned back 
into unapportioned surplus funds of the 
company; and that the Secretary be in- 
structed to make the necessary change 
and entry in the books of the company, 
and no showing of such fund to be 
made in the 1920 statement of the com- 
pany.’ 

“Carried. 

“It is the opinion of your examiners 
that the above fund of $6,500 heretofore 
carried as a liability, is a liability, and 
can in no sense be turned back into 
the surplus of the company, thus accru- 
ing to the benefit of the stockholders. 
These participating policyholders pay a 
much higher premium than the non- 
participating policyholders, but your ex- 
dend proportionate to this excess of 
premium should annually be credited 


including double in-. 








to the participating policyholders’ ac- 
counts. Your examiners admit that 
during the years for which the opera- 
tions of the company have shown no 
profit, no credits need be made to these 
participating policyholders, but your 
examiners are strongly inclined to hold 
this deferred dividend fund as a liability 
unless it can be shown that it is exces- 
sive or not justified by the difference in 
premiums paid by the participating and 
non-participating policyholders. 

“The company’s contention in this re- 
gards is as follows: 

March 24, 1921. 
“Mr. A. M. Haight, 
Department of Insurance, 
State House, 
Des Moines, Iowa. 
“Mr. Dear Mr. Haight: 

“Referring to the item of $6,500 which 
has been set aside by this company for 
the purpose of distribution to partici- 
pating policyholders and mortuary 
dividends, which item is charged as a 
liability against the company, will state 
that the company feels that this item 
should not be charged as a liibility, but 
should be turned into the surplus of 
the company, and we insist that the 
company has the proper authority and 
right to so transfer it upun the books 
of the company, and the resolution of 
the board of directors transferring this 
to the surplus fund is copied in your 
report. 

“This, we feel, is proper and equitable 
for the following reasons: 

“*First—It was the voluntary act of 
the board of directors of this company 
to set this amount of its surplus aside 
for the benefit of the policyholders 
above referred to. 

“ ‘Second—This was done when the 
company’s surplus was more than $40,- 
000, and the ratio of participating poli- 
cies to the amount of business on the 
books 50 per cent. At the present time 
the participating policies do not con- 
stitute 15 per cent of the business on 
the books. 

“*Third—Every year a large portion 
of the participating policies have been 
lapsed and transferred to non-partici- 
pating policies and settlements accord- 
ingly been made, and each year the 
amount of this fund has been reduced, 
it having started at more than $10,000 
when the surplus was large. 


“*Fourth—For the further reason 
that the clause in the participating 
policies, under which dividends are to 
be paid, clearly provides that this is a 
matter to be left to the company itself, 
and that no dividend could be collected 
by these policyholders unless a profit is 
shown on all of the business that is 
carried on the company’s books; or in 
other words, it specifically recites in 
the clause that it is to be a distribution 
of the profits. 

“*PFifth—The books of the company 
clearly show that on account of the ex- 
tremely heavy losses by influenza in 
the last three years there has been no 
profit, but a loss instead, and we feel 
that the company has a perfect right to 
transfer this item to the surplus. 

“*‘Sixth—The company does not deny 

(Continued on next page) 
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WESTERN LIFE INSURANCE CO., 
DES MOINES, IA.—(Continued) 
that when a considerable surplus is 
shown that an equitable adjustment of 
the same should be made, and the funds 
should be set aside, just as it was a few 
years ago, and the company does not 
object to the department requiring this 
to be done whenever the surplus of the 
company will justify it, but at this time 
we insist that it should be transferred 

to the surplus item. 
“*Hoping that you will agree with us 
in this conclusion, we remain, 
Yours truly, 
(Signed) JAS. H. JAMISON, 
President.’ 


“The following table shows the an- 
nual participating and non-participat- 
ing premiums charged per one thousand 
dollars of insurance, on the regular 
forms of policies at various entry ages: 

Ordinary 20 Pay. 20 Year 
Life Life End. 
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. 23.44 16.39 31.39 24.39 50.00 43.75 





oreree ss £13U0 18 OSy 


tw ty 





80.. 25.45 18.74 34.36 26.81 50.73 44.30 
35.. 30.12 21.80 36.93 29.94 651.83 44.95 
40.. 34.19 25.85 41.99 34.13 53.71 46.20 
45.. 42.86 31.29 48.40 39.13 56.99 48.45 
50.. 52.54 39.10 56.43 46.08 62.21 52.40 
55.. 62.82 49.78 67.72 55.38 69.50 58.85 
60.. 78.74 63.54 81.29 67.28 82.74 69.40 


Annual Statements. 
“As the annual statement filed with 
your department for the year ending 
December 31, 1918, was verified at the 


' time of the last examination, it was not 


deemed necessary to check this state- 
ment. 


“The 1919 annual statement was, how- 
ever, carefully checked with the com- 
pany’s records, and many errors noted 
therein. At item 37, page 2, there is an 
entry, “Surplus paid in, $9,000.00." Up- 
on investigating this transaction, your 
examiners find that on December 20, 
1919, mortgage No. 19 for $21,000.00 was 
exchanged for mortgage No. 69 for 
$30,000 upon the same property. No 
money was, however, paid the mort- 
gagor at this time, but a journal entry 
debiting mortgage loans $9,000 and 
crediting surplus $9,000 was made. On 
February 23, 1920, check No. 4125 on 
the Peoples’ Savings Bank of Des Moines, 
Iowa, was issued to the mortgagor, Dr. 
Oo. O. Carpenter, for this $9,000, and the 
amount of this check was debited up- 
on the company’s books to _ surplus. 





The President of the company explaineg 
to your examiners that Dr. Carpenter 
had agreed to take the $6,475.00 of un. 
subscribed capital stock in his wife's 
name, and that as he did not have the 
ready money with which to purchase 
this stock, the increased loan was made 
in order to advance him the necessary 
money, but that on account of financia] 
conditions Dr. Carpenter afterward 
found it impossible to complete the 
transaction. However, as the company 
held no liability in their annual state. 
ment for the increase in the capital 
stock, and had paid the $9,000 to Dr 
Carpenter in 1920 prior to the date of 
filing their annual report with your de. 
partment, which makes itself evident 
that they had full knowledge of the 
true status of this case at the time of 
filing their 1919 statement, your exam. 
iners are ignoring this transaction in 
considering the 1919 statement, and 
have eliminated this $9,000 from the 
company's income, and have decreased 
the mortgage loans as reported at item 
2, on page 4, a corresponding amount. 
Conclusion. 

“As a result of this examination, it is 
apparent that the company has made 
some progres#Wn its financial condition 
during the last year, although the pres- 
ent financial condition of the company 
leaves much to be desired, it is evident 


that improvement is being made.” 
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